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PREFACE 


The center of interest in agricultural economics has in re- 
cent years shifted from efficiency in production to justice in 
distribution. Furthermore, while in earlier days justice in the 
distribution of wealth referred primarily to the division of the 
proceeds in a given line of production among those who par- 
ticipate as laborers, managers, landowners or as capitalists, it 
now refers primarily to the way in which the natioilal income 
is shared by those in the different occupations. In recent years 
the coiiliict between those participating in a given industry 
has in a measure been displaced by amicable arrangements 
which satisfy all participants. This is made possible by limit- 
ing production and maintaining prices adequate to satisfy labor, 
capital and management. But unfortunately for agriculture 
and certain other occupations limitation of competition is for 
them very difficult. As a result the major problem of the 
farmers today relates to the ways and means of securing an 
adequate share of the national income. 

The division of the national income among those engaged in 
the various occupations has become central in much of the 
federal legislation in the United States. Tariff legislation has 
always had fo^ its purpose the improving of the incomes of 
those in the protected occupations at the expense of those in 
other occupations. There have usually been arguments ad- 
vanced in favor of this action which were intended to prove 
that in the long run all the people would benefit through the 
diversification of the industries of the nation. There were 
doubtless some good grounds for these arguments in the earlier 
history of our nation, but today conditions have changed and 
the tariff in its relation to justice in the occupational distribu- 
tion of incomes should receive thorough study. The tariff is 

vii 
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but one of a class of conditions which affect the distribution of 
the national income among those engaged in the various occu- 
pations. The limitation of competition through uniform trade 
practices, and through the so-called ethics of business which 
relates to the welfare of one competing group without regard 
to the effect upon other groups has greatly disturbed the eco- 
nomic life of the nation. 

It is a matter of great interest to the student of agricultural 
ecimoniics that in the last ten years the national policy in the 
United States has shifted from the point of view that competi- 
tive prices must be maintained, or in the absence of competi- 
tion prices must be fixed by public authority, to the view that 
competition is wasteful and to be discouraged. Agriculture, 
always highly competitive, is now to be organized by the Fed- 
eral Farm Board to limit supply and maintain prices. It is 
proposed that this shall be done through voluntary cooperation. 
These policies are mentioned, not to criticize them at this time, 
but rather to point out the far-reaching relations and problems 
which are involved in the economics of modern agiiculture. 

With the center of interest focusing on the occupational dis- 
tribution of the national income there is danger that the student 
will desire to go too directly to the solution of this major and 
most difficult problem. The author believes that the student 
should give careful attention to the ecf>nomics of agriculture as 
an industry before attempting to solve the problems ari.sing out 
of the inter-relations of agriculture with other occupations. 
There are already too many people proposing futile remedies for 
the agricultural situation who would have no confidence in their 
own propo'^als if they understood the economics of agricultural 
production and marketing. 

Better farm management, better marketing, better land ten- 
ure, and a better distribution of wealth w'hich will give the 
farmer a fairer share of the national income as a basis of a 
satisfactory life, and the nation a better agriculture and a 
better rural population as the basis of our national life, const^ 
tute the objective in the mind of the author of this volume. 
The author is conscious of the fact that economic problems 
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cannot be solved by books. The solution of these problems 
requires individual and organized effort on the part of farmers 
and statesmen striving toward a definite goal. In a book it is 
possible at best to do no more than analyze the elements of 
the problems and point the way to more intelligent action on 
the part of farmers and statesmen. 

This book is intended to help toward an understanding of 
the principles which underlie the choice of a farm, the selec- 
tion of crop and live-stock enterprises, the management of 
labor and equipment and the organization of these elements 
into an efficient going concern. Until these principles become 
a part of the thinking of the farmer and become a factor in 
guiding his actions, farming will lack efficiency. It is the 
action of the farmer himself that determines whether or not 
the farm is well managed. 

Lfkevnse, it is hoped that this book may help farmers as 
individuals and as groups, to market their products more effi- 
ciently and that it may help farmers and statesmen in their 
efforts to provide better laws and institutions affecting agri- 
culture and rural life. But it is recognized that it is only as 
it may improve individual action and concerted action that 
this book may be effective. It is action that gets results and 
as soon as we pass from the operation of the individual farm, 
it is concerted action that is required — concerted action in 
line with a sound policy which has been carefully thought out, 
brought to the attention of farmers through an educational 
system, and widely recognized as essential to the welfare of the 
farmer and of the nation. This concerted action is needed 
more in securing national policies fair to agriculture than in the 
production or marketing of farm products. It is in preliminary 
educational work, which leads to the understanding of prob- 
lems and the formulation of policies, that this volume is hoped 
to serve a purpose. 

In the presentation of the analysis of farmers’ economic 
problems it has always been assumed that the farmers possess 
or are able to secure the specific i^u ts essential to passing 
judgment in the given circumstances upon the relative profit- 
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ableness of crops, the choice of live-stock enterprises, the choice 
of agencies of production and the best methods of disposing of 
the products. The author has always been painfully conscious 
of the fact that there has been a lack of this necessary, definite 
information in the possession of farmers. Fortunately great 
progress has been made in recent years in the development of 
the means of gathering economic facts and disseminating them 
to farmers as a basis of passing judgment on their problems of 
production and marketing. The outlook reports backed up 
by an excellent crop and live-stock reporting service in the 
United States and a foreign agricultural service are providing 
a better basis of intelligent action on the part of farmers than 
has ever existed before. 

new kind of outlook information is now needed. It has 
been assumed in the past that if farmers had full information 
and operated intelligently on the basis of this information they 
would be fully rewarded for their efforts. But with the new 
regime in our national life which countenances the limitation of 
price competition the farmers need full information regarding 
the incomes received by all other classes as well as themselves. 
Thej' need information regarding the way in which the la^vs 
and their administration affect these incomes. Tull informa- 
tion on this subject is essential to the exercise of one’s privi- 
leges as a citizm and as a member of an occupational group. 
It has long been recognized that organized thinking is the only 
sound basis of organized action, that action without carefully 
thought-out plans may be even worse than inaction. It is here 
onphasized that systematized information is essential to sound 
thinking. 

The present edition has been revi'-ed to conform to important 
progress which has taken place in the field of cooperation, the 
federal ^icultural marketing services, and particularly with 
respect to the new public policies relating to the share of 
agriculture in the national income. 


Bcminctox, Vr. 


H. C. T. 
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CHAPTER I 

AGRICULTURAL ECONOMICS DEFINED AND 
DESCRIBED 

The subject matter of Economics is found in the relations 
arising among men in their efforts to satisfy their wants for 
food, clothing, shelter, and the many conveniences and luxuries 
of life. 

Such a relation arises when one man has wheat to sell and 
another wishes to buy wheat. Here the problem is that of 
agreeing upon the price at which the wheat is to be transferred. 
Other economic relations arise when the use of land is to be 
secured either by lease or by purchase, when equipment is 
to be purchased, and when labor is to be employed. In all 
these cases the relation centers upon the question of price 
making, i.e. the agreement upon a rental for land, a price for 
equipment, and a wage for labor. These relations which focus 
upon price determine in a large measure the char.:cter of the 
work which men will do, what they will produce, and the 
methods they will use in producing them. Thus it is, that 
choice of a farm, choice of live stock and machiner>^ the choice 
of crops, the size of farms, the grouping of farm enterprises, 
the intensity of culture, and hundreds of smaller matters which 
arise from day to day have to be settled in terms of the prices 
of things used in production, that is, the cost, and the prices 
which can be secured for the differt* articles that may be 
produced. The farm manager, in deciding upon what to do 
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and what not to do to secure a maximum profit, bases his 
choices upon relative costs and relative prices. 

There are those who look upon economic problems not as 
problems of production, but problems of distribution, that is, 
the problem of sharing the food, clothing, and shelter among 
those who want it. P^conomics has to do with production as 
well as with distribution. If all human wants could be satis- 
fied without any effort, there would he no economic problem, 
either of production or of distribution. But while she has 
provided abundant opportunities for producing the means of 
satisf\ing human wants. Nature has decreed that man must 
work, — ‘Tn the sweat of thy face shall thou eat bread.” Or to 
give Virgil’s version of the s:ime law, 

The dire of all. preat Jove himself decreed 

No work save those that task us should bucceed. 

Since it is by work that the wants of men are satisfied, it is of 
general interest that this work shall be so directed as to yield 
the largest iK)ssible returns in human satisfaction. Viewed 
from this standpoint it may be said that economics is first of 
all a treatment of the economy of energy reejuired for the satis- 
faction of human needs. It is desirable that the energy re- 
quired for the satisfaction of human wants be used most eco- 
nomically, not that men may work le.ss strenuously, but that 
they may live more abundantly. 

Farming is often sjxjken of as the most independent of all 
occupations, and it is true that the farmer is less dependent 
u{)on his fellow men than is his city brother. But while the 
farmer is brought into vital contact with other men less fre- 
quently than is the merchant or the manufacturer, yet, on the 
other hand, he is brought into much more vitjil contact with 
Nature. The manufacturer, for example, may know each 
evening what tasks are to engage his attention the next diiy, 
but the farmer simply knows what he would like to do, and 
awaits the dictations of the weather. Socially considered, the 
farmer may be more independent than the man of the city, 
but he is certainly more directly dependent upon the conditions 
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set by his physical environment. Much that is characteristic 
of farm economics as a field of special inquiry grows out of 
this dependence upon Nature. This is shown especially in the 
influence of the seasons and the laws of plant growth upon the 
variety of work which the farmer performs. 

But while the farmer may be more directly dependent upon 
Nature than are those engaged in the industries of the city, 
he is by no means independent of his fellow men. The pioneer 
farmer, who looked primarily to the satisfaction of the wants 
of his own household, may have selected the crops which he 
cultivated, without giving any thought to the needs of other 
men; but the modern farmer, who produces primarily for the 
market, and procures upon the market a large share of the 
necessaries, conveniences, and luxuries of life, is bound to take 
into account the demands of his fellow men. The modern 
farmer must consider the price for which the produce can be 
sold as well as the costs of production, if he would manage his 
farm successfully. 

This close dependence of the farmer upon physical and 
social conditions which are subject to variation from year to 
year makes it unprofitable for him to manage his work by rule 
of thumb. He must follow general principles rather than 
specific rules. He is always being required to adjust himself to 
new commercial conditions. Demands arc being made upon 
his judgment many times in the course of ^ach day’s work, as 
he tries to adjust his farm operations to the varying cona’dons 
of soil and climate, ever holding in mind the demands of his 
market and the cost of each of the agencies of production, 
namely, land, labor, and equipment. It is necessary that the 
farmer be ever alert. '‘It is a ma.xim universally agreed upon 
in agriculture,” says Pliny, “that nothing must be done too 
late; and again, that everything must be done at its proper 
season; while there is a third precept, which reminds us that 
opportunities lost can never be regained.” It is, therefore, of 
ej^teedingly great importance that the farmer have in mind 
some guiding principles which, like the tv^mpass, will enable 
him to direct his actions in jiccordance with a definite purpose. 
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There remains until this day that class who fail to recognjze 
the presence of natural laws, and who attribute the unusual 
success of the men of extraordinary ability to dishonesty or to 
foul play of some sort, while to ‘‘bad luck” they ascribe the 
results of their own lack of foresight, lack of judgment, or lack 
of industry. These men who talk of “luck” and who are not 
willing to attribute to brain and brawn the success of their 
neighbors, may well draw a lesson from the following story, 
related by Pliny, the ancient writer already quoted: 

“C. Furius Chresimus, a freedman, having found himself 
able, from a very small piece of land, to raise far more abun- 
dant harvests than his neighbors could from the largest farms, 
became the object of very considerable jealousy among them, 
and was accordingly accused of enticing away the crops of 
others by the practice of sorcery. Upon this, a day was named 
for his trial. Apprehensive of being condemned, when the 
question came to be put to the vote among the tribes, he had 
all his implements of husbandry brought into the Forum to- 
gether with his farm servants, robust, well-conditioned, and 
well-clad people. The iron tools were of first-rate quality, 
the mattocks were stout and strong, the plowshares ponderous 
and substantial, and the oxen sleek and fn prime condition. 
When all this had been done, ‘Here, Roman citizens,’ said he, 
‘are my implements of magic; but it is impossible for me to 
exhibit to your view, or to bring into this Forum, those mid- 
night toils of mine, those early watchings, those sweats, and 
those fatigues.’ Upon this, by the unanimous voice of the 
people, he was immediately acquitted.” 

It is highly desirable to emphasize the importance of 
strenuous mental and physical effort in winning success in 
farming. The element of uncertainty should not be under- 
rated, for this is one of the characteristics of farming; but it 
should be remembered that as a rule the chance element is 
more or less equal in a given community, and at a given time, 
for all those who are competing for high rank as farmecs. 
The big differences are due to differences in the farmers them- 
selves, in their alertness and in the quality of their muscles and 
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their minds. The more rational farmers are usually willing to 
admit that the unusual degree of success attained by one of 
their number is the result of hard work, clear thinking, and 
skillful management. These more intelligent farmers are com- 
ing to recognise that there are fundamental economic principles 
which, when carefully followed, lead the way to success in 
agricultural production. To understand these principles is the 
reason for studying agricultural economics 

Of the writings on agricultural economics in Europe, that of 
Jouzier, a French writer, may be taken to illustrate the con- 
tent of the phrase. In his work entitled “Economie Rurale,” 
Jouzier sajs, “Philologists tell us that the word economics is 
formed of two Greek words, which, united, mean laws or rules 
of the household, that is to say, developing the idea which the 
ancients attached to the words, the manner of regulating the 
relations o tiic different elements composing the resources of 
the household, whether it be their relations to each other or 
to the members of the household, in order to insure the great- 
est pro^peiUy of the family 

“The addition of the qualifying adjective, agricultural, does 
not change the meaning of the word ‘economics* at all, it 
simply limits the domain to which it is to be applied In 
place of siijing ‘the household’ we must say the ‘agricultural 
household ’ But, as the agricultural household is the farm 
we shall say that A^riadtufal Lionomus is that htamh of 
agrhultwai i^cnmc whith treats of the nmmet of 
the rdatums of the difffrent dements eomposing the n^ourees 
of the faimer, whet her it be their tdations to euih e *hcf or to 
human beings in order to secure the greatest degne of pros- 
perity to the enterpuse 

‘ The'^e relations consist in (i) relations of contact {supple- 
mental}, complementary, or competitive) between the different 
branches of the enterpii^^e, such as, for example, the simul- 
taneous raising of cereals and animals on the same farm; 
it) relations of activity between the different means employed 
in the process of production, as in th simultaneous employ- 
ment of machinery and human labor; (3) relations of value. 
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between the means employed in production and the product 
itself; (4) commerckil relations with the people to whom 
farmers sell their products or from whom they buy goods. 

“The domain of Agricultural Economics, then, covers the 
examination of each element of agricultiu-al production, whether 
in connection with any one of the above named relationships 
in particular, or with several of them together, for the purpose 
of obtaining the greatest net profit. 

‘'We may consider Agricultural Economics as a science or 
as an art, from a theoretical point of view or from a practical 
point of view. If we consider it as a science or theory, it is 
the knowledge of the laws which govern the above named rela- 
tions; if as an art or practical matter, it is the application of 
this knowledge in a limited, particular environment for the 
realization of results from these relationships.” 

It will be clear from this statement that Jouzicr looks upon 
farm economics as ( i ) the science which treats of the princi- 
ples which underlie the coordination of all the factors involved 
in farming (land, labor, equipment, and the various lines of 
production) in such a manner as will enable the farmer to 
secure maximum net profits, and (2) the art of applying these 
principles on a given farm. 

Jouzier’s definition may be accepted as describing that part 
of the field of argicultural economics which relates to the 
organization and the operation of the farm, but it fails to in- 
clude all of the subject matter of agricultural economics as 
conceived in the United States tr>-day, and it fails to include 
the social point of view which needs to l)e cf)nsidered as well as 
the individual point of view when recommending changes in 
our law's and institutions which affect the agricultural interests 
of the country. 

Agricultural economics deals writh the principles which under- 
lie the farmer’s problem of what to produce and how to produce 
it, what to sell and how to sell it in order to secure the largest 
net profit for himself consistent with the best interest of society 
as a whole. More specifically agricultural rconomics treats 
oj the selection of land, labor, and equipments for a farm, the 
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choice of crops to be grovm, the selection of live stock enter-- 
prises to be carried on^ and the whole question of the propor- 
tions in which alt these agencies should be combined. These 
questions are treated primarily from the point of view of costs 
and prices. The economic basis for answering these questions 
is found in the price of land, the wages of labor, the cost of 
tools, machinery, and live stock, and the prices for which the 
various products can be sold. 

Agricultural economics deals not only with economy in pro- 
duction but also with the problems of justice in the distribution 
of wealth among the various classes of society with especial 
reference to the effect of the wages system, the land system, 
the credit system, the methods of marketing, the comparative 
standards of living of country and city workers, and the rela- 
tive opf^i'wnities for accumulating wealth by the different 
classes, upon the farmer’s share in the national dividend and 
upon the relative well-being of the agricultural population. 
This subject requires the attention of the agricultural statesman 
as well as that of the farmer. The farmer needs to understand 
the economic forces which underlie his success in order to help 
himself, and tlie statesman needs to understand these forces in 
order that he may pass helpful legislation with respect to land, 
labor, credit, taxation, marketing, etc., and in order that the 
necessary regulation of the farmer’s activity may be carried 
out in harmony with the best interests 01 all concerned 

While the economic principles which govern the management 
of farms can be formulated, it should be borne in mind that no 
specific rules can be laid down, which are of general applica- 
tion. Farms cannot be operated by rule of thumb. What is 
right practice at one time may be wrong at another time, and 
what is right practice in one place may be wrong in another. 
The best scientific training that could be given to farmers 
would comprise a thorough knowledge of the physical and bio- 
logical principles which underlie agriculture^ the laws of eco- 
nomics which relate to agriculture^ and a thorough system of 
accounting for the purpose of testing results on the individual 
farm. Any system which purports to furnish a complete 
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scheme of farm administration applicable to all conditions, is 
manifestly either Utopian or fraudulent. Such rules must be 
worked out upon and for the individual farm, or at most for 
well-defined communities where the conditions are similar. 

Economics is scientifically coordinate with the physical and 
biological sciences in the study of agricultural problems. The 
conditions and forces in the farmer’s environment which in- 
fluence his activities as a farm operator constitute the subject 
matter of agricultural investigation and education. In the early 
history of agricultural education, the economic aspects of the 
problem of the farmer received a large proportion of the space 
in the books on agriculture. This is true of the Roman books 
on Agriculture and it is true of the English works published 
prior to 1840. 

With the development of Agricultural Chemistry, Agricul- 
tural Physics, Agricultural Bacteriology, Plant Pathology, etc., 
these aspects of the farm problem were brought to the fore- 
ground, and the physical and biological aspects became dom- 
inant in the publications on agriculture. The chemist, for 
example, has used the most approved scientific methods in his 
investigations. Naturally he has discredited much that was 
counted good doctrine on the subject of agriculture. But while 
they have 'discredited much that was once held as true, the 
scientists trained in the physical and biological sciences have 
not been able to replace the old with a complete system of 
knowledge for the farmer. Many of the bulletins published by- 
experiment stations have been wrought out with great care by 
the specialist learned in some one science and then pieced to- 
gether with the most unlearned notions regarding other aspects 
of the problem, and especially the economic aspects. For 
example, not long ago a chemist made a most careful analysis 
of some sugar beets grown in a given locality. He found the 
sugar content normal, and preceded to draw the conclusion that 
sugar beets could be grown profitably in that part of the state, 
without giving any consideration to the quantities produced per 
acre, the cost of producing the beets, the cost of marketing the 
crop, the difficulty of securing labor, the relative profitableness 
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of beets and other crops which would require labor at the same 
time of year, to say nothing of the tariff in its relation to the 
sugar industry. The farmers wanted an answer to the question 
“Will it pay us to grow sugar beets?” The chemist’s work was 
a part, but only a part, of the scientific work required to 
answer the question, but to meet the demand for an answer, 
the wrong answer was given. 

Bulletins of this character have brought home, to the men 
in charge of experiment stations, the truth that every problem 
is many-sided and that no experiment station results are ready 
for the farmer until the many sides of the problem have been 
studied by the many specialists with the requisite training in 
economics as well as in the physical and biological sciences, 
and the results welded together into a harmonious statement 
of the whole truth about the question so far as it can be ob- 
tained. 

The lack of this rounding-out process means the issuing of 
half truths, and it is the issuing of half truths that has done 
much to discredit the experiment stations and to make farmers 
look upon scientific farming as proper fun for men of fortune, 
but poor business for farmers. 

It is in the circle with the other scientists specializing in 
agriculture, devoting himself to the economic forces that in- 
fluence the farmer, that the economist is finding a place. WTiile 
economics deals with but one of the in tin groups of forces 
operating in the farmer’s environment, yet it practically be- 
comes the actively guiding science underlying farm manage- 
ment for the reason that while the functioning of physical and 
biological forces changes but little from generation to genera- 
tion, the resultants of economic forces are ever shifting, and it 
is necessary for the farmer constantly to watch the shifting of 
economic condition, that is, the shifting of costs and prices, 
with a view to reorganizing his op>erations from time to time 
to fit the new conditions. 

* It is perhaps for this reason that some writers have used the 
term farm management to describe thii, field of research and 
education, which we here call “agricultural economics.” This 
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tisage has the advantage of carrying some meaning to the mind 
untrained in economic terminology, but has the disadvantage 
of including much that is taught in other branches of agricul- 
tural education, and fails to convey any new and significant 
meaning. Literally ‘‘farm management” is the art of manag- 
ing a farm. To manage a farm intelligently the operator 
should have a clear understanding of all the forces which in 
jny way affect the results of his actions. Some of these forces 
sire physical and are dealt with by the chemist, the physicist, 
the geologist, the specialist on soils, or the climatologist; other 
forces are biological and are dealt with by the plant and animal 
physiologist, the entomologist, the pathologist, the geneticist, or 
the bacteriologist. A third class of forces which have much to 
do in determining what the farmer should do are social, that is, 
they are inherent in the relations arising among men because 
of the pursuit of farming as a means of making a living. 'I'hese 
are called economic forces. JEach of these sets of forces should 
be handled by specialists in modern institutions of education 
and research. If, therefore, the term ‘‘farm management” is 
preferred, it would be well to de.signate the particular phase of 
the subject. For example, one may properly speak of the 
chemistry of farm management, the physics of farm manage- 
ment, the biology of farm management, and the economics of 
farm management, in which it will be noted that the term 
“agriculture” as commonly used i.s .simply replaced with the 
somewhat narrower expression “farm management.” The so- 
lution of this problem of terminology may be to adopt the 
term “farm economics” as being both simple and scientifically 
correct. 

The Report of the Committee on C'ourses of Study of the 
American Association of Agrictultural C’olleges and Experiment 
Stations in 1911 throws further light upon this subject. “The 
subject taught or investigated under the head of farm man- 
agement, as related to the organization and management of 
individual estates devoted to agriculture in the judgment «•£ 
this committee necessarily involves the application of the prin- 
ciples of economics. These principles constitute the scientific 
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basis of farm management and give this subject its only just 
claim for consideration as having a pedagogical value entitling 
it to a place in courses of study or a scientific standing as re- 
lated to problems of investigation. 

^'It is true that the farm manager should take into account 
what is taught under agronomy, animal husbandry, agrotechny, 
and rural engineering, but he is chiefly and essentially con- 
cerned with the application of economic principles to the con- 
duct of his business; outside of economics there is nothing 
which can give his business a sound scientific basis. The mere 
collection of the details of methods of conducting different 
farms will not suffice. There must be the reference of these 
matters to some underlying principles. When this is done it is 
clear that farm management comes within the domain of eco- 
nomics h#"rause the purpose of farming is to secure a profit 
from the use of the land and its equipment. If profit is lost 
sight of, the farm manager, though trained in all branches of 
farm practice, is doomed to failure.*’ 

For practical purposes farm economics may be divided into 
the economics of production, the econoinics of marketing, and 
the problem of maintaining and improving the economic and 
social position of the farmer. 

The economics of production centers upon the choice of 
crops and live stock enterprises, the choice and organization of 
the instrument.s of production, and ihe principles which un- 
derlie economy in the operation of the farm with t view to 
best results. The economics of marketing treats of the actual 
movement of produce from producers to consumers, the proc- 
esses involved, the middleman services rendered, the fairness 
of the charge made for the middleman service, and methods of 
establishing economy and justice in these distributive processes 
through education, cooperation, and government service or 
regulation. The problem of maintaining and improving the 
economic condition of the farmer centers upon those dynamic 
forces which are gradually bringing about changes in the tann- 
er’s economic well-being as shown in the ownership of prop- 
erty, and the standard of living. 
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All three of these phases of farm economics should be 
viewed from the standpoint of the individual farmer who de- 
sires maximum returns for what he puts into farming operations 
and also from the standpoint of the statesman who desires max- 
imum well-being for the nation as a whole. The individual 
interest may conform in the main to the common interest, but 
where this is not true government activity may be essential in 
order to establish harmony of interests. The individual point 
of view should be studied by the farmer that he may know 
his own interest, and by the statesman in order that he under- 
stand the forces he is proposing to control. The national point 
of view should be studied by the statesman in order that h' 
may know the extent to which individual interest conflicts 
with the general interest and in order to know the best means 
of harmonizing these interests so far as possible. The farmer, 
as a good citizen, should be interested in the national point 
of view as well as in the indindual point of view. 



CHAPTER ir 


ECONOMIC MOTIVES AND IDEALS IN 
AGRICULTURE 

The primary motive which impels most men who engage in 
farming is the desire for food, clothing, shelter, and the many 
forms of recreation. The primary ideal, then, is to secure the 
maximum results in money or products for direct use per unit 
of efSdri put forth. 

When one studies man’s motives and ideals, one finds a very 
complex mixture of motives and a great variety of ideals. 
Some of these motives are economic, some are social, some are 
rational, some are irrational, some are emotional, some are 
religious, and others are legal in character. In some instances 
one class of motives dominates; in other instances an almost 
entirely different set of motives will be found to impel the 
farmer to action. 

I. The desire for the means with winch to satisfy one^s 
wants. In the minds of many farmers the desire for money 
stands out as the dominant reason for working. In some in- 
stances the use to which the money is to be put is more or less 
secondary in the mind of the worker. The extreme case is the 
miser w^ho wants money primarily to hoard, or with which to 
buy land for the pleasure of its possession. But the more 
normal form of this economic motive is the desire for money 
with which to buy food, clothing, shelter, and various forms of 
entertainment. But even in the single man working for wages, 
this is not the sole factor in determining where he will work 
or how well he will work. There are many direct satisfactions 
which often seem equally important. The way in which the 
employer or his wife speaks to the hired man may seem at 
times more important to him than the money which he re- 

13 
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ceives. Personal likes and dislikes, therefore, become very 
important secondary factors in impelling men to action. But 
the sum total of enjoyment to be secured by the satisfaction 
of one's own individual wants is relatively small compared 
with the satisfactions derived from the larger relations of life. 

2. The desire to satisfy the wants of others. A motive of 
outstanding importance with practically all the mature men 
engaged in agriculture is the desire for a home and a family. 
As the young man grows older, he thinks less and less of his 
own immediate satisfactions and more and more of the satis* 
factions of others. Pope described this change in his “Essay 
on Man”: 

Self-love but serves the virtuous mind to wake, 

As the small pebble stirs the peaceful lake; 

The center moved, a circle straight succeeds; 

Another still, and still another spreads; 

Friend, parent, neighbor, first it will embrace, 

His country next, and next all human race. 

Wide and more wide, th' o’crflowing of the mind 
Takes cv’ry creature in, of cv’ry kind. 

This motive for home and family may be of the simplest in- 
stinctive form, or it may take the form of great family pride, 
desire for a large and dignified family estate, for education for 
the whole family, for social standing in the higher classes of 
society, etc. In its higher forms this motive is sufficiently 
strong to impel action throughout the whole lifetime of a man 
without completely attaining the ideal. 

3. Pride in one*s work. Many a young farmer takes great 
pride in the straightness of his furrow.s, in the straightness of 
his corn rows, in the cleanness of his corn fields, in the high 
production per acre of all of his crops, in the fine apf)earance 
of his work horses, in the high productivity of his milch cows, 
and in the general upkeep and tidy appearance of his farm. 
This is an exceedingly wholesome motive and not only yields 
a great amount of personal satisfaction, but results also in in- 
creasing agricultural production and maintaining the appear- 
ance of the countryside. 

4. The accumulation of landed property. This motive often 
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leads men to strenuous activity, when other motives are rela- 
tively ineffective. The writer once knew a man who had 
followed this motive to the extreme of acquiring land to the 
extent of about 2000 acres, but his farm presented a very 
shabby appearance, and none of his land was handled accord- 
ing to the rules of good husbandry. When asked by what 
method he was able to accumulate so much wealth he said, 
“It is not what you make but what you save that counts.” 
The personal appearance of the farmer as well as that of his 
farm showed the stultifying effect of putting the accumulation 
of wealth ahead of living a satisfactory life. 

5. Joy in work. Many a farmer enjoys driving a team, 
watching the clean soil turned over by the plow, watching the 
crops grow, and caring for live stock. So satisfying is this life 
to m£my a man that he will continue his activities as a farmer 
yeal: al\a >ear, even though he knows that men in other occu- 
pations are winning very much more money than he, for he is 
wise enough to recognize that he is paid in direct satisfactions 
as well as in money, and that much of the richness of his life is 
due to things which money cannot bu> . 

6. Habit, With many an unthinking farmer, habit is the 
substitute for conscious motives. Because he was trained to 
do farm work, he continues to do the work in the same way 
and in about the same amount year after year, and this often 
continues long after he has acquired a competence. Habit may 
or may not be a good substitute for conscious motives. Where 
by habit one follows the higher types of farming the results 
may be as good as if conscious motives were in operation, but 
with the progress of agriculture, farming by habit will ever be 
lagging behind, and for this reason it will usually be true that 
the man with conscious motives will be far ahead of the man 
who works as a result of habit. 

7. The desire for case and time for enjoyment. In that com- 
plex set of motives which dominate the life of man are found 
those which retard his economic activities as well as those 
which promote productive work, lids motive is illustrated 
in the laborers of certain races who quit work for the re- 
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mainder of the week so soon as they have earned enough to 
support them one week. It has been said that in recent years 
the laborers in Porto Rico and many negroes in the southern 
part of the United States, as a result of higher wages, knock 
off as early as Thursday noon when previously with a lower 
wage rate they worked until Saturday noon. Thus, it would 
seem that the economic motive is strictly limited, and that an 
increase in wages instead of increasing the labor supply may 
sometimes reduce the labor supply. Another illustration of 
this same character is found in the farmer who retires in the 
prime of life because he has accumulated a competence. Thus, 
as the man of lower civilization works part of a week in order 
that he may earn enough to live a week, so the retiring farmer 
of this type works only part of a lifetime in order that he may 
have enough to live upon for a lifetime. We have here essen- 
tially the same motive, the difference being that the latter 
has a longer-time point of view. 

8. Patriotism and community spirit as motives. In times of 
great national stress and great need of agricultural products 
many a farmer will work longer hours and more strenuously 
than he otherwise would because he feels it his duty to farm 
more and farm better in order that he may in this way con- 
tribute to the ^national welfare. It is also true that many a 
man takes great pride in the standing of the agriculture of 
his native state and is willing to do many things to promote 
the interests of agriculture not only for his own benefit, but 
for the benefit of all the farmers of the state. Then, again, 
the community is sometimes the geographic limit of a spirit 
of mutual helpfulness. A community spirit may become es- 
tablished w'hich makes every one desire that his community 
shall be known for its fine-appearing farms and the quality 
of its products. More might be done in the way of stimulat- 
ing community spirit. Public opinion developed by community 
leaders might be a means of getting more farmers to destroy 
the noxious weeds which are spreading from farm to farm and 
which one man cannot eradicate from his farm unless his 
neighbors attempt to do likewise. It is hard to say to what 
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extent public opinion forces men to be patriotic and public- 
spirited in their actions, and to what extent this action arises 
from the independent character of the man; but in either case 
it is effective. 

9. Legal compulsion. The activity of many farmers is in- 
fluenced by legal compulsion. For instance, the law requires 
that milk sold in cities shall contain a minimum percentage of 
fat. It prescribes the maximum number of bacteria and the 
maximum amount of dirt which can be sold with the milk. 
It also prescribes the kinds of weeds which must be destroyed 
before seeding and in many ways regulates the live-stock in- 
dustry. To the extent that the farmer possesses right motives, 
legal compulsion is unnecessary, but there are usually some in 
every community who would not live up to the standards laid 
down Jiy law if it were not for the necessity of doing so. 

16. Religion and the idea of duty. In the minds of many 
farmers the religious motive to action is a very important one. 
There are farmers who look upon themselves as stewards of 
the property they possess and feel that it is their duty to han- 
dle their property to the advancement of religious ideals. 
There are very many who are much influenced in their dealings 
with other men by the ideas of right and wrong which have 
been established by religious teaching. Religious ideas with re- 
spect to the keeping of the first day of the week as a day of 
rest and religious education, as well as the keeping of various 
religious holidays, may to some extent limit the amount of 
time devoted to agricultural production and increase the amount 
of time devoted to self-improvement and to the direct satisfac- 
tions of life. It is probable that if farmers as a class should 
cease to observe Sunday as a day of rest and religious activity 
and devote seven days in the week to farm work, they would 
get no more pay for the seven days than they are getting for 
the six. It seems to be true that city workmen are getting as 
much pay for a shorter day as they formerly did for a longer 
•day. 

With this complex set of motives in operation, it is certain 
that maximum net return in money and in products for direct 
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consumption, primaiy though it be, is too limited an ideal for 
the farmer. 

In the mind of the high-class young farmer, a life for him- 
self and his family, in accordance with a high standard of com- 
fort, and right relations in the community, will give purpose 
and force to the primary economic motive and hold it in its 
right position as a means to an end, but not as an end in 
itself. With the passing years, and the accompanying accumu- 
lation of wealth, the primary motives weaken, and the higher 
motives come more and more to dominate. Without the desire 
to render service to others, there is danger that the latter 
part of a man’s life may be wasted; but with this motive 
ever strengthening, man may continue action. 

The hired man may well have the motive of economic gain 
to stimulate him to earn and accumulate wealth and to strive 
to improve his ability in order that he may climb to the posi- 
tion of a tenant farmer, where he can safely assume the re- 
sponsibility of a family. For the tenant farmer, to achieve a 
comfortable living and accumulate funds with which to buy a 
farm, and to be well thought of in his community, is a praise- 
worthy ideal. Later the education of the family and the im- 
provement of the farm should be supplemented with some 
community service. The critical moment comes when the 
farm is improved and paid for. Unless the higher ideal of 
service to others comes into the foreground, there is danger 
of inactivity just at the time when the farmer has the capital 
to farm in the proper manner, and just at the time when he is 
most worth while as a community leader, in economic, social, 
and educational work. 

Stimulating the higher motives. Much can be done to stim- 
ulate in men the desire to be of service to their fellow men 
by farming well and living in right relations with their com- 
munity. The “Honorary Recognition” given to farmers by 
the University of Wisconsin for unusual service in some branch 
of agricultural or country life work is intended to stimulate 
the higher motives in others. The Pennsylvania Railroad 
Company publishes a leaflet entitled “Information for Em- 
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ployees and the Public” which stimulates the higher motives 
of the men in its employ. The pictures and life sketches of 
the men who have been trustworthy and public-spirited in 
their work are printed by this company and put into the hands 
of all the employees. The local leaders in rural communities, 
extension workers, agricultural editors, and every other edu- 
cational agency touching rural life should give due emphasis 
to the broader and higher motives on the theory that “WTiat 
is honored is cultivated and what is dishonored is neglected.” 

This sketch of the complex motives which impel the farmers 
to action prepares the way for an understanding between the 
reader and the author on one important question which must 
be agreed upon if the reader is to benefit from the following 
discussions. The purpose of the author is not to explain how 
man will act under given conditions. The motives of men are 
too complex and too varied for this. What is attempted is 
to show" what it is to the economic interest of the farmer to do 
under given conditions. To the extent that this can be done, 
the principles of farm economics will prove a guide to the 
farmer in organizing and operating his farm, and to the states- 
man who seeks to improve agricultural conditions. 



CHAPTER III 


ECONOMIC GOODS AND THEIR VALUATION 

The purpose of farming is to produce goods which are 
needed directly or indirectly to satisfy the wants of man. Any 
material thing or personal service which directly or indirectly 
satisfies a human want is called a good. Tobacco satisfies a 
want, hence it is a good, in the sense in which the word is used 
in economics. It may seem like a paradox to call a bad thing 
a good; but this will be understood when one bears in mind 
that it is economic qualities rather than moral qualities that 
are here being considered. Goods satisfy desires. Desires may 
be moral or immoral. Ruskin divides all goods into two 
classes, those the use of which he approves he calls wealth, 
those the use of which he disapproves, because he thinks they 
are detrimental to man, he calls “illth.^^ 

Economic goods. Some useful goods are generally found 
without any ^effort on the part of man in great abundance in 
the form, at the place, and at the time they are needed. Such 
goods are called free goods. Air, for example, is a free good. 
But when a person commences to make a h’st of the things 
he wants, he finds free goods rather infrequent on the list. 
For most goods some effort must be put forth in order to 
secure a supply. For example, farm products, the products 
of the mines, and the pro<lucts of the factories all require 
effort in their production, hence they are limited in quantity 
and are called economic goods. 

Causes of scarcity. Goods which can be increased in supply 
indefinitely by the use of land, labor, and capital are scarce 
because of the labor and 
This may be called cost i 
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eludes most agricultural products. It will be recognized that 
while in the long run the supply of farm crops depends upon 
the activities of man, it is also true that variations in seasons 
and the attacks of pests influence greatly the supply produced 
in any one year. The acreage of a given crop is in the control 
of man, but the production per acre is in so large a measure 
determined by the weather that the total production in any 
one year is very uncertain, hence the degree of scarcity of 
farm products in a given season is in a large measure the result 
of natural forces beyond the control of man. 

The degree of scarcity of economic goods is in many cases 
influenced by men who are in a position to limit the supply 
with a view to demanding a price higher than would prevail 
under competitive conditions. Scarcity created in this way is 
called mmiopoly scarcity. Monopolies arise out of natural con- 
ditions aiid out of laws granting patents, trademarks, copy- 
rights, etc. The occasion of monopoly is not the size of the 
business or the character of the organization, but the essential 
unity of control. Unity of control makes it possible to limit 
supply in such a manner as to command a price which will 
yield maximum total profits for the monopolists. It is in this 
sense that we s]>eak of monopoly scarcity. 

Economic goods may be scarce because of an absolute limi- 
tation on the supply, that is, there is no way of increasing the 
suppl3\ Absolute scarcity may be permanent or temporary. 
A beautiful picture painted by an artist who has passed away 
has been given as an example of absolute scarcity which is 
permanent. Here there is no chance of increasing the supply 
of originals at any time. 

Absolute scarcity may exist temporarily in many farm prod- 
ucts. This is a matter of great interest to the farmer. When 
the wheat crop of the United States and Canada has been har- 
vested, nine months pass before the supply can be increased 
from this source. If the supply is not enough for the normal 
demand, prices tend to rise and consumption to fall until there 
is a balance between the supply and the demand. The prospect 
for a new crop may be unusually good, but the new crop to 
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be harvested in July cannot be used in June. The supply of 
old wheat is temporarily in the class of absolutely scarce good^. 
Potatoes would serve as another example of temporary abso- 
lute-scarcity goods. 

Goods must be both useful and scarce in order to be 
classed as economic goods. Goods may be useful because they 
possess certain physical and chemical properties; for example, 
wheat contains starch and gluten which make it a valuable 
food, and cotton fiber possesses tensile strength which makes 
it useful in the manufacture of cloth. This is called elementary 
utility. Goods are useful because of the elements they pos^ 
sess. Wheat when transformed into bread has additional util- 
ity. Cotton fiber has additional utility when transformed into 
clothing. This kind of utility is called form utility. 

WTien the flour and the clothing have been manufactured, 
they may be a long way from the men who are to use them. 
By shipping them to the places where they are most wanted 
they are more useful. In this way place utility is added to 
them. 

The wheat crop is harvested largely in one season and con- 
sumed the year around. Those who store the wheat or flour 
for many months in order that consumers may eat bread the 
year around have added time utility to these goods. 

It has be^n suggested that the advertiser adds utility to the 
goods. The fact would seem to be that advertising operates 
on the prospective consumer rather than upon the goods and 
changes his state of mind regarding the goods. This may in- 
crease the individual estimate of the importance of a given 
elementary utility or a given form utility. 

Some goods will stand long shipment and long storage with- 
out danger of deterioration. For example, wheat, wool, and 
lumber are in little danger of deteriorating in shipment and 
storage. These we shall call durable goods. Other goods are 
in great danger of deterioration in transit and cannot be kept 
long in their original form. Strawberries and milk are exam- 
ples. They have commonly been called perishable goods. One 
of the triumphs of modern inventive genius is the successful 
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conversion of perishable goods into durable goods by dehydra- 
tion, canning, and other methods of preserving. 

Economic goods may again be classified as permanent and 
as temporary goods according to the number of times used. 
For example, a piece of cotton cloth may be used many times 
and through a series of years, hence it is here called a perma- 
nent good, whereas wheat flour, in the form of bread, is used 
but once and is called a temporary good. 

There is a close relation between the degree of scarcity of 
a good and the intensity of the desire which people will have 
for it. Other things being equal the greater the scarcity of a 
given good, the higher will be the intensity of the desire for 
it; the greater the abundance, the lower the intensity of the 
desire. Common observation teaches us that the more com- 
pletely one’s desires for a given article are satisfied the less 
one cares for an additional supply of that good for one’s own 
use. The converse of this fact is that in order to induce peo- 
ple to consume more products it is necessary to lower the price 
to correspond to the reduced satisfaction resulting from the 
additional units of goods consumed. At a higher price less 
will be consumed; at a lower price more wiU be consumed. 

It is obvious that the quantity of the various farm products 
demanded will depend upon a number of conditions. Other 
things being equal, (i) the higher the individual estimates of 
the importance of the goods in the minds of the great mass of 
consumers, the greater will be the demand. (2) The greater 
the incomes of the consumers, the greater the demand for 
goods. (3) On the other hand the very thing which great de- 
mand tends to create, namely, high prices, tends to reduce con- 
sumption so that the quantity consumed varies inversely with 
the price. 

The exchange value of goods. It has been seen that in 
order to be economic goods, that is, goods with a value placed 
upon them, goods must be both useful and scarce. There is 
a great difference in the usefulness and in the abundance or 
scarcity of different goods; hence there is a corresponding dif- 
ference in their exchange values. Excii.inge value has been 
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defined as the quantitative ratio in which goods or services are 
exchanged. For example, if one bushel of wheat will exchange 
for two bushels of oats we think of wheat as worth twice as 
much per bushel as oats. For the sake of convenience it has 
become the custom to value all other articles in terms of one 
article which is made by law the standard of value. In most 
countries gold is the commodity decided upon as the standard 
of value. The amount of gold for which a definite amount of 
a given commodity will exchange is called the price of that 
commodity. In other words, price is value expressed in terms 
of the standard of value, or as we commonly speak of it, in 
terms of money. The value of farm products may remain the 
same, when expressed in terms of each other, and yet the prices 
of these products may all change because of a rise or fall in 
the value of gold. The value of a given weight of gold (25.8 
grains nine- tenths fine) may be looked upon as the measuring 
stick with which the values of other products are measured. 

The exchange value of a specific good at a given time is de- 
termined by its relative abundance, that is, by the supply in 
relation to the demand for this good when compared with 
other goods. 

Behind the- fact of demand, as has been noted, is the more 
fundamental fact of human wants. The Sesire to satisfy 
wants impels men to produce supplies of utilities, i,e, things 
which satisfy wants. The effort which man must put forth in 
order to gain the means of satisfying his wants sets a limit 
to the supply of economic goods. It usually happens that long 
before all of the wants of a man are satisfied, the pain of exer- 
tion becomes so great that it more than balances the possible 
pleasure which might be produced by consuming the products 
of further exertion. So long as there is an unsatisfied desire 
for an article, that article will have some value placed upon it. 
The relative intensity of the buyer’s desire for an article deter- 
mines how highly he will value it, and what price be will be 
willing to pay for it; but the price which must be paid deter- 
mines how much of the goods he will take for his own use an^ 
how completely the want will be satisfied. In short, the higher 
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the price the more intense will be the desire which will be left 
unsatisfied. 

On the other hand, the natural facilities for increasing the 
supply will determine how high the price must be before the 
producer can afford to increase the supply. Marshall says, 
‘*For long periods the supply price is that which is just needed 
to call forth those new investments of capital, material and 
personal, which are required to make up a certain aggregate 
volume or production.” ^ The higher the cost at which the 
producer adds an increment to the supply, the more limited the 
total supply that will be put upon the market; but the smaller 
the amount of an economic good consumed, the more intense 
is the desire for it and the higher it is valued. Thus it is that 
the marginal utility^ or the intensity of the last want which is 
satisfied, tends to be the same as the cost of producing that 
share of tKc .lUpply which is produced under the most unfavor- 
able circumstances. But it is also true that the price which is 
offered at a given time, and which corresponds to the marginal 
utility at that time, determines the maximum amount which 
can be expended in the production of a given article with profit, 
and hence determines ultimately how' far down the scale of 
less and less favorable circumstances its production can be 
carried on. Thus it is that the forces which lie behind the 
demand for an article, and the conditions under which the 
article may be supplied, regulate its price. 

Causes of fluctuation in values. Values may fluctuate from 
year to year because of changes in the quantity of goods pro- 
duced, or changes in the quantity demanded, that is, changes 
in the supply or in the demand. Fluctuation in the annual 
production may be due to the climate, to the ravages of insects, 
or to the conscious changes in the plans of a considerable pro- 
portion of the producers. The more durable the product the 
less the value will fall as the result of an unusually large crop. 
A portion of the supply can be held over until the next year. 
The fact that wheat can be held over at a relatively small cost 
and without losing its usefulness, while |X)tatoes of one year’s 

*Alfrcil Marsliall, ‘Trinciples of Economics,” third edition, p. 448. 
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production have little or no value after the new crop becomes 
generally available, explains, in part, why a given variation id 
the wheat crop influences the price less than the same propor- 
tional variations in the potato crop. The prices of farm prod- 
ucts are influenced by the fact that most of the supply of a 
given product becomes available during a small portion of the 
year, and this supply must last until the next year’s supply is 
ready for use. A factory manufacturing steel rails, copper 
wire, or cotton cloth may put out a continuous flow of goods, 
but with most farm products the output is intermittent. The 
tendency is for the price to be low when the greatest supply 
becomes available, and high in the period prior to the arrival 
of the new supply. This is due to the fact that a part of 
the supply must be stored, which involves the expense for 
storage room, interest on the money invested in the product, 
and a loss due to shrinkage. 

Variations in consumption due to changes in prices are very 
different with different classes of goods. For some goods the 
demand is very stable; for others it is very elastic. Where the 
demand is stable it takes a big change in prices to force people 
to make any changes in the amounts consumed. On the other 
hand, where the demand is elastic the quantity consumed tends 
to fall off rapidly with increased prices or decreased supplies 
of money to'spend. By elasticity of demand is meant its sen- 
sitiveness to changes in the price as a result of changes in 
the quality or the quantity of the product or in the purchas- 
ing power of the commodity. A stable demand is one which is 
not easily influenced by changes in these conditions. The de- 
mand for bread and for potatoes is fairly regular throughout 
the year, and a considerable change in price is required to 
make any important change in the demand, hence, the demand 
for these articles may be said to be inelastic, or stable. On 
the other hand, the demand for eggs varies greatly during the 
year in response to changes in the price and in the quality of 
the supply, hence the demand is said to be elastic. The more 
readily a substitute can be found the more elastic will be the 
demand, and the less will prices fluctuate as a result of changes 
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in the supply. Where substitutions are easily made the quality 
of the product affects greatly the quantity demanded. If the 
first order of cabbages made by the housewife turns out to be 
of poor quality she is likely to try some other vegetable the 
next time. In this way the poor quality of one man’s products 
may reduce the price which another man may get for first-class 
goods. 

The demand is steadier for established grades, that is, goods 
of standard qualities, than for unstandardized articles. Many 
people will buy a given article if they are sure of securing 
goods of high quality who, when in doubt, refrain from making 
the purchase. This places a premium upon goods of known 
standard of quality over what goods of the same quality would 
command if sold in an ungraded mixture along with goods of 
varying quality. Standardization is one purpose of trade- 
mark:>, The trade-mark is of high value only when it stands 
for an established quality that can be counted upon. The 
name of the farm might well be placed upon the label of the 
milk and cream bottles, or stamped upon the eggs, the berry 
boxes, the apple barrels, the grape baskets, etc. The regis* 
tration of farm names for this purpose, giving the exclusive 
use of a gi'.en name to a given farmer, might well be made 
possible by legislation. This use of a trade-mark will enable 
the purchasers to buy with a knowledge of the character of the 
prcKlucer, and should result in a greater range in prices due to 
variations in the quality of the goods. This w^ould put a pre- 
mium on the production of goods of high quality and be an 
effective stimulus to good agriculture. 

The individual farmer is often not in a position to incur the 
expense of advertising a given brand of products to such an 
extent as to establish a reputation beyond the limits of the 
local market. Community action is often essential to the es- 
tablishment of brands of farm products on distant markets. 
Communities have succeeded in establishing brands of fruit 
and other perishable products. The apple growers of the 
Pacific northwest, the grape growers -f New York, the butter 
and egg producers of Denmark, are conspicuous examples. 
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Costs and prices. It has been common to hear the state- 
ment, “The price should be high enough to pay the cost of 
production and a reasonable profit.” This phrase when prop- 
erly understood is full of significance. It is a misinterpreta- 
tion, however, to assume this phrase to mean that every pro- 
ducer of a given product has a right to expect and to demand a 
price which will cover his costs and give him what he considers 
a reasonable profit. There are many causes of variation in costs: 
(i) variations in natural conditions, such as soil and climate 
of the different areas producing a given crop, (2) variations 
in the abundance of labor in the different localities, (3) varia- 
tions in the kinds of equipment which can be made use of, 
(4) variations in the distance from the market, and (5) vari- 
ations in the efficiency of the farmers who give direction to 
the work on the different farms. As a result of the wide varia- 
tions in the efficiency of the instruments of production, it usu- 
ally happens that there is an inefficient producer here and there 
who is producing at a cost greater than the price at which 
other farmers find it profitable to produce enough to supply 
the market. If the prices were artificially pushed to a point 
where the inefficient farmer can make a profit, this would make 
the enterprise exceedingly profitable to the efficient farmers, and 
w'ould tend to increase their production, the greater supply 
would force prkes down, and the second state of the inefficient 
farmer would be worse than the first. Some of those who are 
producing at a loss might well change to some other line of 
production in which their qualifications count for more. It 
often happens, for example, that a low grade dairyman is a 
high grade tobacco producer, that a low grade grain farmer can 
make money in the grazing of cattle. Every farmer should 
strive to get into the field of work in which he is best able to 
compete. 

Low efficiency of the farmer in a given line of production 
is only one of the causes which may result in costs which ex- 
ceed prices. For example, the wheat regions of the world are • 
numerous and widely scattered. The costs per bushel of pro- 
ducing wheat and putting it upon the world’s central wheat 
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market, Liverpool, vary greatly. During periods when the 
supply of wheat is increasing slowly and the demand for wheat 
is increasing at a slightly more rapid rate, the price of wheat 
will tend to remain high enough to retain the wheat industry 
in the region where the costs are greatest. When, however, as 
a result of a new discovery or the extension of means of trans- 
portation a new and fertile wheat region enters into competi- 
tion with the old regions, it may happen that the supply of 
wheat will increase more rapidly than the population, and to 
induce the people to consume more wheat per capita the price 
must be lowered. As a result of the fall of wheat prices some 
of the old wheat regions find their costs greater than the prices 
they can get, and will find it necessary to change to some other 
crop. This condition was brought about in the wheat industry 
when the fertile wheat regions of Kansas, Minnesota, and the 
Dakotan were made accessible and poured their abundant sup- 
plies of grain upon the markets of Europe. The farmers of 
England found wheat growing a losing enterprise. Had they 
understood the cause of the fall in wheat prices they would 
have known that the one thing to do was to drop wheat grow- 
ing and take up some other line where foreign competition was 
not so keen. After a long time this came about, the wheat 
lands were converted into meadows and pastures, and the dairy 
industry paid well for the efforts expended. Unfortunately 
many farmers held to wheat production long after it ceased 
to yield a profit. In some cases this resulted in bankruptcy 
which alertness to the price situation might have avoided. 

We are not without illustrations of this principle in this 
country. The falling wheat price due to the rapid growth of 
the wheat industry in the Northwest was an important factor 
in driving ’Wisconsin farmers from a system of grain farming 
with wheat as the money crop into the live stock industry 
with dairy products as the chief sources of income. 

The westward movement of the wheat industry in the North 
was paralleled by the westward expansion of cotton production 
in the South. From the old centers in Georgia and the Caro- 
linas, the cotton industry extended into the fertile ^^Black 
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Prairie of Alabama,” sprang up in the rich alluvial of the IMis- 
sissippi and confluent rivers, and in the Black Prairie of Texas. 
The result was a rapid increase in the quantity of cotton pro- 
duced. The increased suppl\>' was produced at a lower cost 
than w^as possible in the old regions. The obvious result was 
falling prices and an unprofitable industry in the old cotton 
regions. 

Another illustration, which is of particular interest to-day, 
may be drawn from the Burley tobacco situation in Kentucky. 
Burley tobacco was first grow’n in Kentucky in the northern 
part of the bluegrass region. This is a rough country where 
the soil soon lost much of its fertility. The industry gradually 
spread southward into the counties of Scott, Bourbon, Frank- 
lin, Woodford, Fayette, and Jessamine. These counties con- 
tain the blue limestone region known as the heart of the blue- 
grass country. This is a region of unusual natural fertility. 
A large proportion of this land had remained in bluegrass 
pastures from the first settlement of the country. As the 
tobacco industry commenced to encroach upon this fertile 
region the farmers found it exceedingly profitable to plow up 
the old pastures and plant tobacco. Under these conditions 
the supply of tobacco was increased enormously. Prices fell, 
but the farmers in the new regions of production were making 
large profits at prices which meant starvation to the growers 
of the old Burley tobacco centers. The result was the “night 
rider” movement in 1908, which was a strike in the dark, fig- 
uratively as well as literally. The men fighting for higher 
prices came from the regions of high cost of production. They 
failed to understand that the fundamental cause of falling 
prices was the fact that an increase in the supply was being 
produced at a reduced cost. The “night riders” forced prac- 
tically all the Burley tobacco growers to omit growing tobacco 
in 1908 with a view to securing a high price for the 1907 
tobacco crop then in the hands of the farmers. This method 
of limiting the supply was temporarily effective, and prices rose 
to a level far above that necessary to stimulate an adequate 
supply. The next two years brought an unusual expansion 
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of Burley tobacco production on the rich lands of central 
Kentucky followed by a decline of this crop on the poorer 
tobacco lands in the northern edges of the tobacco region. 
Many look upon this episode as a victory of the farmers over 
the tobacco trust, and there were unquestionably some bad 
practices on the part of the tobacco buyers which were im- 
proved as a result of this experience; but it was, fundamen- 
tally, a victory of economic forces over the inertia of the farm- 
ers. The economic fact of lower cost of production in a large 
area capable of supplying the demand forced the tobacco 
growers to transfer their activities from the areas of high cost 
to the areas of low cost. 

We have dwelt at considerable length upon the economic 
forces which determine prices because the relative prices of 
products and their relative costs of production determine what 
the farmer should produce if he would win maximum profits 
as a result of his farming operations. 

The cost of production is determined by a great number of 
things all of which will be taken up as we proceed to study the 
problems of farm organization with a view to securing a maxi- 
mum total margin between cost and price. One thing should 
he remembt red, however, (hat the same general economic prin- 
ciples underlie the elements of costs which underlie the prices 
of products. What is to the farmer cost of production is to the 
laborer the price paid for his service. What is cost of feed, 
seed, etc., is also price. What is cost of using land is the 
competitive price paid for the use of the land. Thus it is that 
value is at the bottom of all our considerations in agricultural 
economics, whether viewed from the standpoint of cost or 
price. What we are needing as farmers is to learn how to 
adjust ourselves to price forces in such a manner as to get the 
greatest satisfaction for the effort put in, consistent with na- 
tional welfare, and when viewed through a series of years. 



CHAPTER IV 


FARM ORGANIZATION 

Choice and Adjustment of Crop and Live Stock 
Enterprises 

The objective of a farmer in organizing his resources should 
be to keep his lines of production adjusted to market condi- 
tions in such a way as to yield maximum results. More spe- 
cifically, the individual farmer must determine what cropping 
system will be likely to give the most profitable utilization 
of his land, labor and equipment, and to what extent the 
various classes of live stock may be used as a means of mar- 
keting the crops grown, when those crops are combined with 
whatever supplies of labor, pasture, and non-marketable feeds 
are available on his farm. 

When a farmer is endeavoring to choose and adjust his en- 
terprises to attain this objective, he must always keep in mind 
the characteristics of the problem. A characteristic of first 
importance is the fact that the several lines of production of 
the usual type of farming vary in their demands upon the 
resources of the farmer. These variations occur in the actual 
amounts of labor and equipment required by the different 
enterprises as well as in the time of year at which they are 
required. The demands of different crops or live stock may 
coincide, dovetail, or overlap. 

Variations in the dcfnands of different khtds of crops. Vari- 
ations in the amounts of labor used f^er acre on different crops 
are shown in Table I. In Twin Falls County, Idaho, sugar 
beets require twice as much man labor and almost four times 
as much horse work per acre as alfalfa hay. In southwestern 
Minnesota, corn requires more than twice as much man labor 

32 
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per acre as oats, barley, or rye. The number of acres of a 
crop that one man can grow depends upon the labor require- 
ments p)er acre as well as the way in which those requirements 
may be distributed over the growing season. 

TABLE I 

Variations in A\TiRAGE Labor Requirkments per Acre of Different 

Crops 

Twin Falls County, Idaho, 1920 


Crop 

No. of 
Recortl.s 

Yield 
per Acre 

Man I.abor 
per Acre 
(lloiirs) 

Horse Work 
per Acre 
Ctfours) 

Alfalfa hay 

37 

3.9 tons 

31 

32 

Sugar beets ♦ ... 

30 

13.5 “ 

61 

123 

Potatoes ♦♦ 

28 

168 cwt. 

69 

82 

Beans 

33 

1273 lbs. 

SI 

SO 

Wheat 

43 

43 bu. 

26 

44 

.Cottonwood and Jarkbon Counties, 

Minnesota, 1921 




19 

42 



■■■ 

7 

16 




8 

20 



m^m 

8 

22 


*78 man hunrs aii<l 12 horse hours of coiit»'act labor not included. 

43 man huurs and ig Iinr^e hours of contract labor not included. 

From I’niversity of Tdaho Research Bulletin 2, and University of 
Minnesota AK^'^’nltural Experiment Station Bulletin 205. 

It is a well-recognized fact that different crops make differ- 
ent demands upon the soil and different contributions to it. 
In the old three-field crop system of central Europe, one year 
of fallow was included as a means of cleaning the field of 
weeds and of providing tilth. Later, cultivated crops were 
substituted for the bare fallow and were called “fallow crops.” 
Corn and tobacco made bare fallow unnecessary and prac- 
tically unknown in the eastern part of this country long before 
fallow crops were introduced in Europe. Bare fallow is still 
used in some of the northwest grain regions. In western North 
Dakota and eastern Montana, corn growing is sometimes sub- 
stituted for bare fallow. Wherever possible, cleaning the land 
*of weeds, providing tilth and restoring fertility should be done 
while crops are being grown. Leguminous crops are notable 
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Figtire I. — Distribution of labor on com, tobacco, wheat, and clover on 
a Kentucky farm. 
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examples of soil builders. Crops that are associated together 
in systems of rotation should be such as will make supple- 
mentary demands upon the soiFs elements of fertility. 
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Figure 2. — Distribution of labor on 8s acres of sprins wheat, 62 acres 
of barley, 58 acres of oats, and 50 acres of hay on a Minnesota farm. 

Most crops require attention only at certain definite sea- 
sons of the year and these seasons are different for various 
crops. In the accompanying illustration (see Figure i) the 
time of year at which the work comes on tobacco, corn, wheat, 
and clover hay is shown. Tobacco provides employment more 
nearly throughout the year than do the other crops. The field 
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preparation, planting and cultivation of corn come during the 
same period as that of tobacco, although corn requires con- 
siderably less labor per acre and less specihc conditions as 
to soil moisture than does tobacco. After the corn cultiva- 
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Figure 3. — Distribution of labor on about 28 acres of cotton and 30 
acres of corn on an Alabama farm. 

tion is completed, the tobacco continues to demand the farm- 
er’s attention until corn harvest when there is little tobacco 
work. Where the corn is cut and shocked or siloed and the 
land seeded to winter grain, there is sometimes a conflict be- 
tween this work and the cutting and housing of tobacco. The 
work of preparing the seed bed, of seeding and harvesting 
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winter wheat comes at a time when there is little work on 
com, but the wheat harvest conflicts with the cultivation of 
tobacco and with the hay harvest. 

Crops that require attention at the same time of year may 
be regarded as competing crops. Corn, cotton, tobacco, sugar 
beets, and potatoes, are examples of competing crops which 
conflict in their demands for the attention of the farmer. It 
happens that all these are tilled crops and any one of them 
may be chosen so far as the problem of maintaining tilth is 
concerned. The winter grains, rye and winter wheat, and 
the spring grains, oats, barley, and spring wheat, constitute 
other groups of competing crops which compete for the farm- 
er’s time and are about equally useful as nurse crops in start- 
ing meadows. 

Enterprises may be said to be supplementary when their 
demands. labor, horses, and machinery of the farmer 

do not seriously conflict. Enterprises which supplement each 
other in various ways help to reduce the idle time of men, 
horses, and equipment, and the idle land as well. Fallow 
crops arc usually supplementary since they require little more 
labor than bare fallow and provide tilth for the soil. 

Corn and oats are supplementary in their demands for labor. 
The work of preparing the seed bed, planting and cultivating 
a corn crop requires the farmer's attention during spring and 
early summer. When the work of cultivation is completed, 
corn requires no more attention until fall. To provide pro- 
ductive employment of labor, horses and equipment, other 
enterprises than corn are needed. Small grain, such as oats 
or barley, demands the farmers labor just when he cannot 
be working on the corn. Oats, barley and spring wheat are 
seeded very early in spring, usually beginning about a month 
before the s(nl and air are warm enough for planting corn. 
Small grain supplements corn in providing employment and 
provides a nurse crop for seeding meadows. In the north cen- 
tral states, the harvesting of a limited amount of clover hay 
is supplementary to corn in its labor demands. The clover 
harvest precedes the oat harvest and laps with the later corn 
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cultivations, but this lapping may not reduce the amount of 
com which can be grown because the limit on corn is set by 
the area one can prepare, plant and cultivate the first and 
second times. After corn reaches this stage, one can care for 
it and devote from a third to a half of his time to other work. 
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40 


20 


0 

Figure 4. — Distribution of labor on 42 acres of corn, 31 acres of oats, 
250 acres of wheat, and 15 acres of alfalfa on a I^nsas farm. 

Different enterprises may also be complementary in their 
relations to each other. Complementary relations between 
enterprises are evident when one enterprise makes a definite 
contribution to another. Crops and live stock are frequently 
mutually complementary, as crof)s furnish feed for live stock 
and live stock in turn furnish fertility for the crops. Com- 
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plementary relations are evident between legumes and other 
crops included in a rotation. The legumes help to build up 
the soil for the production of other crops in a rotation and 
the legumes receive protection from small grains when used 
as a nurse crop. Such a relationship is not subject to exact 
measurement, but it must be given proper consideration in de- 
termining what enterprises to include in a farming system to 
secure the greatest long-time returns. The existence of these 
complemcfitary and supplementary relations between enter- 
prises constitutes the chief economic reason for diversified 
farming. 

Variations in the demands of different classes of live stock. 
The different classes of productive live stock use different 
kinds and amounts of labor, feed, pasture and other farm re- 
sources. This is clearly illustrated in Table II which shows 
the amtuiVr, *jf feed and labor used by different classes of 
live stock in the production of approximately the same value 
of product. Beef and dairy cattle consume a greater variety 
of feeds than do hogs. Beef and dairy cattle are frequently 


TABLE II 

Rkoi’irkmtnts for Bef.f, Pork, and Milk Production in Addition to 

Pasture 



1 110 l.ns. ItEEi' 

DeKai b 

III. 

I 10.21 

115 I.BS. PoRh 
1 ' .VA AND 

Illinois 

1Q21 

t 

500 I Hs. Milk 

Wl^l'-NSIN 

Tvj.:o 

Feed 

Grain (lbs ) 

663 

504 

136 

Protein concentrates (lbs.) . . . 

IQ 

16 

166 

Alfalfa and clover hay (lbs.) . 


I 

Other h:.y (lbs.) 


. . . 

. . . 

Stover and straw (lbs.) 


. . . 

AO 

Silage (lbs.) 



S18 

Skim milk (lb.s.) 


32 

. . . 

Hours of man labor 


2.0 

12. 


From Preliminary ReiK)rt on Cost of Fattening Cattle m Illinois, 
Winter, 1921-23, University of Illinois and U. S. O. A. ; Preliminary 
Report of Cost of Producing Pork in Sections ■ .,lowa and Illinois 1921. 
U. S. D. A.; and U. S. I). A. Bulletin 1144. Lost of Milk Production 
on 48 Wisconsin Farms. 
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Figure 5.— Distribution of labor on a dairy farm of 22 cows in Minnesota, 


HOURS 



Figure 6. — Distribution of labor on 28 beef steers in western Illinois. 
Where hogs follow beef cattle, they require little or no attention. 
When fed alone, hogs require some labor, particularly for the breeding 
herd, but usually not enough to conflict seriously with the crop work. 


kept as a means of marketing corn stover, corn fodder, grass 
growing on land not suited for tillage, hay crops, or other 
feeds not salable in their original form. 

The live-stock industry comes into competition to some 
extent with the production of field crops. A farmer who feeds 
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and properly cares for hogs, cattle, or sheep may not be able 
to spend quite as much time in the field as he who keeps no 
stock of these kinds. The dairy industry comes much more 
into competition with field crops than do other live stock 
industries. 

Dairying requires labor throughout the year, but usually 
requires considerably less labor in summer when the cows are 
on pasture. Winter feeding of beef cattle in the corn belt 
utilizes labor when little other work can be done and is supple- 
mentar}^ to crop work in its demand for labor. 
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Figure 7. — Distribution of labor on 60 hogs in central Indiana. 

A farmer must necessarily keep in mind the amount of 
capital required by different enterprises. One who has little 
capital with which to buy dairy cows may, for this reason, 
produce grain to sell instead of producing feed for dairy cows, 
which might be the profitable thing to do if he had the capital 
with w'hich to go into the dairy business. However, if he has 
the ability of a good dairyman, he should consider the possi- 
bility of borrowing the capital necessary to change to the dairy 
business. 

The use oj intermediate products a complicating factor. 
An important problem in clioosing ente-prises relates to the 
use of salable crops which are feedable. Live-stock producers 
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are also crop producers. There are certain crops, such as cot- 
ton, tobacco and flax, which are always intended for the marktet 
in their natural form. Many other crops, such as the grains, 
hay and forage crops, may be sold in their natural form or 
transformed by the farmer into animal products. Where live 
stock constitutes the major portion of a farmer^s business, 
these salable farm-grown feeds may be regarded as inter- 
mediate products, since they may be sold or used in further 
production. 


PRICES ftCCCTPTS 



Figure 8. — Corn and hoc ratio chart. (Relation between the price 
of 100 pounds of live hoes and lo bushels of corn, and receipt. s oi 
hoRS. Monthly averages, Chicago, 1Q05-1922.) 


Xo question arises regarding the first of these classes of 
products; but, in case of the second class, the farmer has ever 
before him the problem of determining whether these prcxl- 
ucts can be marketed more advantageously through live stock 
or through selling them directly on the market. The proper 
solution of this question is determined by the relative prices 
of the crops and live-stock products. 

The relation between the prices of com and hogs, and the 
profits from feeding corn to hogs rather than selling it, is 
illustrated in a general way by Figure 8 (corn and hog ratio 
chart). As the price of corn rises relatively to the price of 
hogs, some farmers will find it more profitable to sell com 
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than to feed it to hogs, and this will tend to restore the usual 
relation between corn and hog prices. Farmers who are in 
the business of breeding and feeding hogs can not afford to 
discontinue the hog enterprise when the ratio of prices is tem- 
porarily unfavorable to hogs. 

An important factor to be kept in mind in determining 
whether crops are to be sold or fed is the value, as fertilizer, 
of the manure which is a very important by-product of live- 
stock feeding. The value of this fertilizer as a by-product 
can only he approximated since the value of the fertility added 
to the soil will depend on the increase in value of future yields 
of crops. 

Certain resources must be utilized as available. The fact 
that certain non-markeUible resources must be utilized when 
and where they arc available or allowed to go to waste cannot 
be ovcrit.'.kcd in considering the proldems of choice of enter- 
prises. In addition to the directly marketable products of the 
farm, there are usually many other products, such as soft corn, 
corn stover, second growth on grain fields and meadows, un- 
tillablc pasture, skim milk and whey, which are not salable in 
their original form, but which may be converted into valuable 
products by means of live stock. While these resources have 
some value when used in farming, it is difficult to assign them 
an arbitrary value. They are worth just what an operator 
can make them add to the product of the farm. When used in 
connection with other feeds, they may add enough to the value 
of live stock to make it more profitable to feed salable crops 
than to sell them. 

Another factor to be kept in mind is the possibility of sup- 
plementing these otherwise unsalable feeds with purchased 
feeds and thereby marketing the former to advantage. Dur- 
ing a period when grain prices are low compared with the 
price of milk, eastern dairy farmers find it advantageous to 
combine considerable quantities of purchased concentrates 
, with their supplies of home-grown grains, hay and silage. In 
1919, the farmers of New York, an important dairy state, 
spent $524 per farm for purchased feeds, while the farmers 
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of Wisconsin, another very important dairy state, spent only 
$228. The most profitable proportions in which to combine' 
purchased feeds or salable home-grown feeds with those of a 
non-salable character will depend upon the relation between 
the prices of the feeds, the prices of other cost factors and the 
price of the resulting product. 

The time of a farmer and his help, and his work horses, must 
also be used when and where available. It is a well-recognized 
fact that most one-crop systems of farming do not provide a 
farmer with productive employment for his labor, teams and 
equipment throughout the year. It is usually possible to in- 
troduce other enterprises which will supplement the demands 
of the principal crop and provide productive employment dur- 
ing a time when they would otherwise be idle. Such enter- 
prises may give a much lower return for the labor than does 
the major enterprise, but the total returns of the farm will be 
increased by making the best use possible of this otherwise 
idle time. 

Differences in the characteristics of farmers. The character- 
istics of a farmer, his likes and dislikes, his previous training 
and special skill in particular lines of production may greatly 
affect his choice of enterprises. That which is profitable for 
one farmer to produce in a given community may not be prof- 
itable for another because the second farmer may lack the 
skill re(juired in carrying out that line of production. There 
is always a very definite relation between the managerial abil- 
ity of a given farmer and the extent to which a given enterprise 
may be profitably expanded. 

Any one or all of these characteristics of farm-organization 
problems may be present on a particular farm. These prob- 
lems are usually complex and must be considered in the light 
of conditions as they exist on particular farms. In most cases 
they can not be solved by a simple formula. Having in mind 
these characteristics, and the conditions on his own farm, an 
operator should combine the crop and live-stock enterprises in 
his program for a particular year in such a way as to secure 
the greatest returns for his land, labor, equipment and mana- 
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gerial efforts. The determination of the combination of enter- 
prises which will give the greatest returns for a certain year 
or over a series of years is difficult because of the many inter- 
relationships between enterprises. 

The basis of choice between crops. Should one grow the 
crop which yields the greatest value per acre? Not neces- 
sarily; for the crop which sells for the most may have re- 
quired considerably more labor and equipment for its pro- 
duction, and the net proceeds may be relatively small. Should 
the crop be selected that yields the maximum net return per 
acre? Crops that require essentially the same amount of labor 
and equipment may be compared on this basis. In case of 
tobacco and Indian com, this would not, however, be a safe 
basis for making a choice, for tobacco requires much more 
labor per acre than corn, and one man can grow several times 
as many acres of corn as of tobacco. (See Table III.) 

Attention is called to the fact that where choice between 
enterprises is the objective, only those costs and returns which 
are affected by the choice need to be considered. For example, 
oats and barley are crops which require approximately the 
same amount of labor at the same times of the year, and 
occupy the same place in the field system. Such crops may 
be compared on the basis of net profit per acre. They may 
also be compared when only the differences in costs and re- 
turns are known, for common items of cost — labor, land rent, 
equipment cost, and the like — cancel each other and need not 
be considered. This facilitates the comparison and choice 
between crops where farmers are acquainted with the labor and 
material requirements, prices and yields of the crops compared. 

TABLE III 


Gross and Net Returns per Acre and Net Returns per Hour of Man 
Labor from Corn and Tobacco, Kentucky Farm, 1920 



Gross 

— 



i*ER Acre 



• Corn 

$ *714 

$ 3*0 

$0.30 

Tobacco 

166.66 

13-84 

0.27 


Unpublished data of Bureau of Agricultural Economics. 
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Net return per hour of man labor may be used as a basis 
of comparison where one crop requires much more labor than 
another, provided the two crops conflict at all stages and re- 
quire the same class of labor. But where a large amount of 
labor is demanded on one crop at a time when there is no 
demand for labor on the other crop, a serious difficulty in com- 
paring profits is introduced. And this method of comparison 
makes no allowance for the relation between crop and live- 
stock enterprises. For example, tobacco and corn may con- 
flict throughout the growing and harvesting seasons, but corn 
may provide additional employment in winter when it is fed 
to dairy or beef cattle at a time when there is no other pro- 
ductive employment. Under these circumstances corn might 
add more to a farmer's returns than tobacco, even though 
tobacco yielded a higher average return per hour than com. 

The use of profit per acre multiplied by the number of acres 
that a man can operate, as a basis for comparing the relative 
profitableness of crops, is open to the objection that no allow- 
ance is made the interdependence of crop and live-stock 
enterprises. For example, corn may be put in the silo and 
made the basis, of winter employment in the dairy, while no 
such farm enterprise is based upon tobacco or cotton. Fur- 
thermore, tobacco usually conflicts with small grains as well 
as corn and lehds itself to a single-crop system. For this reason 
it becomes necessary to compare the profits from tobacco plus 
whatever may be combined with this single crop with the 
profits from corn, oats, and hay plus the live-stock industry 
which is based upon these crops. In this case, the effect of 
each system upon the maintenance of soil fertility is a factor 
which should be carefully considered. 

It is evident that no single basis for comparing the relative 
profitableness of competing crops can be found. It is only 
where two crops require approximately the same amount of 
labor at the same times of the year and fill essentially the 
same place in the cropping system, as in the case of oats and* 
barley, that the problem is comparatively simple. However, 
where two crops conflict and the increase of one requires a 
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decrease of the other, the various considerations noted above 
may be used to aid in passing judgment. 

The choice of live stock. The objective in choosing live- 
stock enterprises is to secure the most profitable utilization of 
home-grown feed, pasture, and labor, with a view to making 
as large a margin as ix)ssible between total receipts and total 
expenses over a period of years. To the extent that the live- 
stock industry is supplementary in its demands upon the time 
and energy of a farmer in the production of farm crops, he 
has only to decide whether the additions to his total net re- 
turns resulting from the transformation of the various crops 
into animal products are enough to pay him for the extra 
efforts put forth. But to the extent that the live-stock industry 
encroaches upon the time and energy available for crop pro- 
duction, the problem of determining whether a farmer shall 
sell hisc^rops or convert them into animal products presents 
itself in practically the same form as that of selecting crops for 
the field system. The farmer deciding if he should include 
live stock in the farm-organization plan must make allow- 
ance for the fact that yields are usually much higher on stock 
farms than on grain farms of equal natural fertility. Whether 
a given farmer should keep cattle, hogs, sheep, or a combina- 
tion of them is to be determined by the kind of feed at his 
disposal, the relative prices he can secure for different classes 
of live-stock products, the way in which the labor on the 
different classes of live stock may be made to fit into the 
labor program, and, in some measure, upon his personal likes 
and dislikes. The corn belt is preeminently the hog belt and 
the region for finishing beef cattle. The northern edge of the 
corn belt is the principal dairy region, partly because of the 
demands made by cities for whole milk and partly because 
corn as a growing crop is in danger of being damaged by frost 
and can be more safely handled through the silo. 

In the heart of the corn belt a farmer finds it profitable to 
put in a full day in the corn field. The labor demands made 
by hogs and beef cattle are almost negligible during the time 
of year when corn is demanding attention, whereas the dairy 
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makes a heavy drain on a farmer’s time throughout the sum- 
mer; hence the cow is relatively a stronger competitor in the 
region where corn is a less profitable crop than in the heart 
of the corn belt. Sheep require little labor during the pastur- 
ing season and frequently constitute the best means of utilizing 
rough pasture and supplies of rough forage. Sheep also fre- 
quently find a place on the general farm where they get little 
feed of a salable character and require only a small amount 
of labor in winter. Besides using the .rough feed and pasture, 
they help to keep a farm clear of weeds. 

The feeding and care of two classes of live stock may fre- 
quently be combined to advantage. Hogs in the beef-cattle 
feed lot require little additional attention, and constitute 
a feed lot by-product of considerable importance. The same 
thing applies to a less extent in the case of pigs following 
the dairy herd. Where cream is sold instead of whole milk, 
hogs may be introduced to utilize the skim milk. A by-product 
of somewhat different character is found in the colt raising 
common to the corn belt and the grazing areas of Missouri 
and Kentucky. Horses are needed for growing corn, but are 
required to work hard only a few months in the year. By 
combining colt’ raising and corn growing, the cost of horse 
work in corn growing is greatly reduced. 

The principle of choice, P'rom the foregoing discussion it is 
apparent that a study of the whole question of crop and live- 
stock selection can not begin and end with a consideration 
alone of expenses and income for the year for each line of 
production. Careful consideration must be given to the char- 
acter of the expenses and to the supply of the different factors 
of production at each season of the year, as wtU as the varying 
demands made by farm enterprises upon these factors. There 
is no universally applicable rule of choice, but most cases 
will come under the following general principle; Everything 
considered, let a farmer choose as the principal lines of pro- 
duction those which will add most to his net returns and let 
him combine as many enterprises of a supplementary or com^ 
plementary character as will add enough to the totOl returns 
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of the farm to make it worth while to devote his time to them 
rather than use it for sdf-improvement or the enjoyment of 
life. 



FiointE 9. — Distribution of labor on a t66-acre com and bog farm in 
central Indiana, growing 76 acres of com and keeping about is brood 
sows. 


Most systems of farming are built ar und the one or two 
major enterprises which constitute the nucleus of a farm’s or- 
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ganization and which have considerable influence upon the 
selection of the minor enterprises since these must not conflict . 
too seriously with the demands of the major enterprises for 
the labor and equipment and managerial efforts of the farmer. 
When this principle of selecting enterprises is followed, it will 
not necessarily be true that each enterprise will find a place 
in the farming system where the facilities for conducting it 
are best. For example, it may happen that in a region where 
facilities for the production of sugar beets are best, tobacco 
or some other competing crop will enable the farmer to win 
a larger net return, in which case the sugar beet might well 
be excluded from the system of crop rotation in the very region 
where the natural conditions for its production are best. 

Adjustment of enterprises to changes in relative prices and 
costs. The important influence of the prices of different crop 
and live-stock products upon the choice of enterprises has 
been emphasized. It is a matter of common observation that 
the prices of different agricultural products, as well as the 
costs of the labor, land, and materials used in their production, 
are ever changing. Consequently, the decisions regarding 
what crops to grow and what live stock to keep, and the meth- 
ods of conducting the different enterprises, can not be made 
once for all time, but must be revised with changes in the 
relative prices of products or in the relative costs of conduct- 
ing the different enterprises. It should be clearly noted, how- 
ever, that only changes in relative prices or relative costs affect 
the choice of enterprises. 

Changes in relative prices or relative costs may be temporary 
or they may be of a more permanent nature. Temporary 
changes may result from cyclical price movements, annual 
variations in yields, temporary tariff duties, and similar causes. 
These temporary fluctuations in the relative prices and costs 
of different products seldom warrant changes involving the 
purchase of new machinery or investment in new types of 
buildings. Changes also involve learning new things and meet- 
ing new problems and they should be made conservatively. 

Where temporary changes in relative prices or costs may 
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be clearly anticipated by farmers acquainted with the condi- 
tions affecting prices, temporary changes in choice of enter- 
prises may be warranted with a view to taking advantage of 
short-time price fluctuations. For most farmers, however, 
this is not a feasible procedure. Too often changes in re- 
sponse to temporary price fluctuations are made just at the 
time when the pendulum is about to swing in the opposite 
direction. The relation between the problem of choice of 
enterprises and that of price forecasting is evident. While 
price forecasting is considered in chapter XXXI it may be 
mentioned here that when a knowledge of the probable future 
prices of different products forms the general basis for the 
decisions of farmers regarding what to produce, it will have 
a very direct bearing on the adjustment of production to the 
conditions of the market. 

Chanffi^. in relative prices and costs also result from per- 
manently changed conditions and, when these are apparent, 
quick adjustments should be made in the system of farming. 
Such change^ in relative prices may result from the growth of 
a nearby city, which increases the demand for bulky and 
perishable products. The increased demand for those products 
results in increased prices which enable them to crowd out 
their comi}etitors in an ever enlarging territory surrounding 
the city. A change in the consuming habits of the people or 
in the export demand for products may also be responsible for 
permanent changes in the relative prices of different products. 
Farmers must have a knowledge of the conditions determining 
the prices of farm products in order to be in a ix)sition to 
appraise properly the significance of these changes in relative 
prices and to adjust correctly their productive enterprises to 
them. 

Changes in relative prices may result from changes in the 
number of uses to which a staple crop, like cotton or corn, may 
be put, or they may result from an expansion of the area 
available for one crop without a like expansion of the area 
available for another crop. Such changes may also result 
from the effect of insect pests or diseases upon crops that can 
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be grown only in fairly limited areas. The ravages of the 
boll weevil in the principal cotton-growing regions of the South 
have helped to keep the price of cotton up and make it a more 
profitable crop than corn for growers located on the margin 
of the cotton belt. In general, however, the stability of the 
cropping S3'stem will be greater in the heart of the corn belt 
and in the heart of the cotton belt than on the margin between 
these two regions. 

The effect of changes in relative prices may be illustrated 
by the case of oats and barley in Cottonwood County, Min- 
nesota. (See Table IV.) 


TABLE IV 

Relation’ between Changes in Ree\tt\k Prices A\n Vxli e per Acre 
OF Oats and Barley in Cchtonwood Corxrv, Minnesota 



Data fmm S. Dixisum of Crop ami Live Stock Kstiniates and IJ. S. 
Census of Af^riculiure. 


Assuming that the costs of producing these two crops were 
such as to make oats the more profitable in the earlier period, 
and that the relative costs remained the same in the latter 
period, it is obvious that the changed price conditions would 
give oats a greater advantage and would possibly account 
for some of the reduction in the barley acreage. 

Effect of changint^ costs of land, labor and equipment. 
Changes in the costs of land, labor and eciuipmcnt for con- 
ducting different enterprises also influence the choice of enter- 
prises. The rent which must be paid for the use of land is 
an important causal factor in adjusting the use of land to the 
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most productive enterprise. The way in which the amount of 
rent which must be paid for the use of land influences the 
choice of crops may be illustrated by the case of a farmer who 
pays cash rent for his land and must decide between an in- 
tensive crop like sugar beets and a more extensive crop like 
corn. In the illustration given in Table V, a farmer finds that 
after deducting other expenses, sugar beets will return him 
$50 per acre for his labor, out of which he must pay the 
land rent, while corn will return him only $15 per acre for 
his labor and for the use of the land, but that he can 
operate thirty-five acres of com and only seven acres of 
sugar beets. 


TABLE V 

Relation between the Rent of Land and the Choice between Crops 



Return pkk 
Acre ior 
Laiior and 
I,AND Kent 

Acres That 
One Man 
Can 

Cri TIVATE 

(Iross Re- 
turn TO 
l.ANI) AND 

Labor 

\et Re- 
turn IF 
I-^ND Rents 

FOR $4 PER 

Acre 

Net Re- 
turn ir 
Land Rents 

rOH $8 PER 

Acre 

Corn 

50 

Ml 

m 

$385 

322 

. 9*45 

*94 

Sugar beets 


If this farmer must pay $4 per acre for the use of the land, 
he can secure $322 for his labor by growing sugar beets and 
$385 by growing corn. However, if he must pay $8 i>er acre 
the most intensive crop will have the advantage, since on this 
basis he could secure $294 for his labor by growing sugar beets 
and only $245 by growing corn. In this hypotherical case 
the difference in the rent would result in a subtraction of only 
$28 from the returns of sugar beets, while it would result in 
a subtraction of $140 from the returns from corn. 

Changes in the cost of farm labor without a correspond- 
ing change in prices may also affect the choice of farm enter- 
prises. An unusual demand for laborers in the city, or the 
withdrawal of men from the farm to go into the army, may so 
change the conditions in a given comm unity tnat it becomes 
necessary to select crops which require much less labor per 
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acre. This might easily result in changing from an intensive 
crop like tobacco or sugar beets, which require very much 
labor per acre, to a more extensive crop like com, which re- 
quires much less labor per acre. On the other hand, a farmer 
with a growing family may find it desirable, as his children 
become old enough to help, to introduce a more intensive 
enterprise on his farm, such as dairying or sugar beets to give 
employment to the members of his family. 



CHAPTER V 


FARM ORGANIZATION AS INFLUENCED BY GEO- 
GRAPHIC FACTORS 

The distribution of types of farming in the United States 
reflects the relative profitableness of different enterprises in 
various parts of the country. The basis upon which individual 
farmers choose their lines of production has been considered. 
The distrjhvK’'in of the various crops and kinds of live stock 
in the United States represents the response of the farmers 
of different regions to the soil, climatic, and economic condi- 
tions affecting the choice of crops and live stock. 

The purpose of this chapter is to point out the relation be- 
tween the prices of different agricultural products and the geo- 
graphical distribution of their production throughout the coun- 
try. It is by knowing relative prices at the farm that the farm- 
ers, who know roughly relative costs, are able to choose from 
the crops adapted to a region those which may be most prof- 
itably combined in a cropping system. If this is true on the 
individual farm, it is evident that over a period of years the 
crops and combinations of crops grown in a particular area 
are those which farmers, on the basis of their available knowl- 
edge, have found to be most profitable. 

Influence of distance from market. Thus, the division of 
territory among the various types of farming is the result of 
relative prices at the farm of the different products. This dif- 
ference in farm prices, when viewed from the standpoint of 
the„necessaiy supply price for a given demand, is due to the 
perishability of the products and the qu intity produced per 
acre. Perishable products must be produced near enough to 

S5 
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the market, or under such favorable conditions of transporta- 
tion, that they can be put on the market in good condition.* 
Improvements in transportation and refrigeration facilities 
help to make larger and larger areas surrounding the centers 
of population available for the production of these perishable 
products. 

The bulkiness of different products, or the relation between 
value and weight, has a direct bearing upon the cost of trans- 
porting them and, consequently, upon the area in which they 
will be grown. Other things being equal, the greater the quan- 
tity produced on a given area the lower wmII be the price per 
pound and the closer to the market it will be produced. The 
price of such products will tend to be such that they may be 
produced more prolitably than other products in the area near 
the point of consumption. 

This relation between the bulkiness, perishability, and cost 
of transp(3rtation of different products was used by Von 
Thiinen to explain how agriculture shapes itself in resi^onse to 
economic conditions. To eliminate the many complicating 
factors involved, Von Thiinen takes as an example a city 
located in the midst of a fruitful plain. He assumes that the 
plain has uniform soil and climatic conditions and that all 
transportation is made by means of wagon on roads of uni- 
form quality. No navigable river or canal runs through the 
plain. An uncultivated waste separates the city and surround- 
ing plain from the world without. Under these conditions, 
he demonstrates that types of farming tend to be distributed 
in such a way that there is an inverse relation between the cost 
of transportation of the crop per acre and the distance from 
the city of the land on which the crop is raised. 

Because of the difference in the transportation cost of the 
different products, “pretty sharply drawn concentric circles 
will be found about the city within which this or that crop will 
form the chief product. In the vicinity of the city such prod- 
ucts must be raised as have a great weight in proportion to 
their value, or are very bulky, and whose cost of transportation 
to the city would be so significant as to prevent their produc- 
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tion in further regions; so, also, with perishable products which 
must be used while fresh. 

The operation of this fundamental factor may be observed 
as one rides from a large city into the country. The market 
garden districts are usually just beyond the outlying plotted 
area held speculatively for city lots. Next beyond this, and 
often more or less intermingled with the gardens area at first, 
are found farms devoted to the production of city milk; be- 
yond this are the areas of general farming, the particular com- 
modities produced depending upon the location of the city. 

Other relations and circumstances affecting the type of 
farming are often so numerous and important as to become 
the dominating influences. The possibility of river or rapid 
railway transportation may make points at considerable dis- 
tances from a city more accessible than nearby territory that 
is withoul ‘similar transportation facilities. Thus farmers 
living two hundred miles from a city but on a main line rail- 
road may be in a better position to sell market milk than other 
farmers who live only twenty miles away, but without railway 
service or improved highways. Also, in a large country like 
the United States, widely varying soil and climatic conditions 
are found in different parts of the country. These differences 
are such as definitely to limit, from a physical and biological 
standpoint, the areas available for the production of certain 
crops. 

Influence of extent of area suitable for the production of 
different crops. The extent of the area adapted to the pro- 
duction of a certain crop has a direct influence upon the price 
necessary to bring forth a given supply. For example, the 
areas available for corn and cotton overlap, but the area avail- 
able for cotton culture is more limited than the area avail- 
able for growing corn. If cotton w^ere to be excluded wherever 
corn can be grown, the cotton supply would be very small, 
whereas corn can be produced in enormous quantities outside 
of the potential cotton regions. The result is that the relative 

’ Quotation from T. Inomata’s unpublished Lssay on Von Thunen*s 
“Der Isolirtc Staat.” 
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Figure ii. — ^Acreage of cotton in the United States in igig. 


prices of cotton and com tend to be such that cotton will pay 
better than corn on the best cotton lands and the extent of 
the area planted to cotton and the extent to which cotton will 
drive com out of their common territory will depend upon the 
relative demand for these two products. 
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Figure — Acreage of sugar beets and tobacco in the United States 

in 1919. 



Figure 13. — Acreage of potatoes in the United States in 1919. 


Viewed from a geographical standpoint, it is generally true 
that, where two competing crops which are in general demand 
can be grown on the same land, prices wUl tend to be such 
that the one with the more limited total potential area wili 
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have its choice of territory. Its area wUl expand in s^te of 
progressively less favorable conditions of production until ris- 
ing costs and lower prices incident to increased volume of pro- 
duction prevent further expansion by throwing the advantage 
to the competing crop. As a result of price variations, there 
will alw^ays be more or less uncertainty in the zones where the 
differences in profits are never great. In other regions, where 
the advantage of one crop is great, the system of cropping be- 
comes more definitely established. 

Histor}" shows that corn has not found a place on the best 
lands of the South as a commercial crop. (See Figure 24, Corn 
Sold.) It may pay to grow corn for home use in the cotton 
belt and not pay to grow it either to sell or for commercial 
hog or cattle production. A small amount of corn may be 
grown on a cotton farm without limiting the cotton area that 
one family can handle, because a family can plant and tend 
more cotton than it can pick; thus a small amount of corn 
may be supplementary to cotton. The considerable acreage 
of corn grown in the South is principally for use on the farms 
where grown. The commercial demand for cotton and the 
fact that cotton conflicts with the commercial growing of all 
other crops play an important part in forcing upon the South 
the one-crop system with all its disadvantages of probable soil 
depletion and the risk of crop failure or price depression. 
Whenever cotton prices have been low, some planters, particu- 
larly those on the margin of the cotton belt, have given more 
attention to other crops. This has limited the supply of cot- 
ton and resulted in higher prices, then cotton has again paid 
best and continued to be king in the South. 

Corn and sugar beets have wide areas of common territory 
so far as the physical and biological conditions of plant growth 
are concerned. Sugar beets, however, also thrive in North- 
western Europe and in the northern and western parts of the 
United States where climatic conditions do not favor the cul- 
ture of corn. In other words, the area suited to corn is much 
more limited than the area suited to sugar beets. The normal 
economic result is that corn prices are high enough to enable 
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com to crowd sugar beets out of the system of farming in the 
areas best suited to corn. This does not mean that sugar 
beets could not be profitably produced in the corn belt where 
the facilities for the production are perhaps greatest. But 
sugar beets and corn are competing crops and the increase 
of one would require the decrease of the other. Consequently, 
so long as corn is a more profitable crop than sugar beets it 
will continue to occupy the lands of the corn belt. 

Variations in soil and climatic conditions make certain re- 
gions more suitable for the production of tobacco than others. 
The result is that tobacco prices tend to be high enough to 
make it more profitable for farmers in these suitable areas to 
grow tobacco as their principal commercial crop than to grow 
corn or sugar beets. As in the case of cotton, corn finds a 
place on the tobacco farm as a crop for use on the farm pri- 
marily H"- for work stock. 

Potatoes can he grown more widely than corn, sugar beets, 
or tobacco. Potatoes thrive on sandy soils which are less valu- 
able for the production of corn, sugar beets, and tobacco. The 
result is that commercial potato growing is found largely on 
light lands outside of the corn belt, although for local con- 
sumption thiv are produced to some extent throughout the 
countr}’. 

These tillage crops compete with each other for the farmer’s 
attention during the early spring and summer months and 
any one of them may be used in the cropping system from 
the standpoint of providing soil tilth. Consequently, there is 
a tendency for them to divide the available territory in accord- 
ance with the general truth stated above. 

The winter grains, rye and winter wheat, compete for the 
farmer’s attention in a considerable area. However, the rela- 
tive prices of these two grains tend to be such that rye can not 
compete successfully with winter wheat as a grain crop except 
where poor soils are better adapted to the production of rye. 
Rye is also able to find a place alongside spring grains, par- 
ticularly spring wheat in North Dak 'ta, because it is fall- 
sown and thereby provides for a better distribution of labor 
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Figure 14. — Acreage of winter wheat in the United States in IQ19. 



Figure 15. — Acreage of rv'c in the United States in 1919. 


without greatly reducing the amount of spring grain that can 
be grown. 

The spring grains, oats, barley, and spring wheat, constitute 
another group of competing crops whose available areas over- 
lap. The oat crop is less subject to disease than wheat. The 
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Figure 17. — Acreage of spring wheat in the United States in 19x9. 


area devoted to the commercial production of oats is in the 
heart of the corn belt between the winter and spring wheat 
l)elts. In the central part of the corn belt, the fact tW corn 
is in the way of preparing the land for the fall seeding of wheat 
is one factor which makes spring-sown oats a more suitable 
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crop for this area than winter wheat. Still another factor is 
the frequent winter-killing of wheat in this region. The spring 
wheat belt lies north of the com and winter wheat areas. 
Spring barley finds a place in the spring wheat area because 
it can be sown later and harvested earlier than spring wheat 
and provides feed for stock. 

The same general principle applies in the case of the di- 
vision of territory between types of farming which are domi- 



Ficure i8. — Acreage of oats in the United States in iQig. 


nated by non-competing crops. It was suggested in a preced- 
ing chapter that most types of farming are built around one 
or two major enterprises and include such other enterprises 
as will fit in well from the standpoint of labor distribution, 
maintenance of soil fertility and tilth. For example, the corn 
crop dominates the system of farming in the corn belt, while 
oats and, to some extent, winter wheat are supplementary 
crops. To the extent that wheat may be made supplementary 
to corn growing it will be found in the corn belt, but to the 
extent that it interferes with the production of corn it will bq 
excluded and some other crop which is more completely sup- 
plementary will be used to fill its place in the rotation. On 
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Figure 19. — Acreage of improved pasture in the United States in 1910. 



Figure 20. — Acreage of unimproved pasture in the United States in 1910. 


the other hand, in the repfions where wheat dominates the sys- 
tem of farminf^, corn will find a place in the cropping system 
only in so far as it is supplementary to wheat. 

Influence of geographic factors on place of live stock 
in the organization of the farm. The live-stock industry of 
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the United States is based upon the use of large areas of nat- 
ural pasture and large quantities of feedable crops. About 45 
per cent of the total land area of the United States is unim- 
proved pasture and range land devoted largely to the grazing 
of sheep and beef cattle. Much of this unimproved pasture 
land is in the arid, semi-arid, and mountainous regions of the 
West and is not suitable for the production of tilled crops. 

In addition to this native pasture, a large amount of forage 
not commercially marketable comes from corn stover, straw, 



Figure 21. — Acreace of hay and forage crops in the United Slates in 1Q19. 


Stalk fields, fall pasture from meadows and grain fields and the 
like as by-products of the improved land in farms. Live 
stock provides a means of converting these rough feeds into 
salable products. Many farmers have found it to their ad- 
vantage also to convert at least a part of their salable feed 
crops into live-stock products on their own farms. The pro- 
duction of live-stock products is closely linked with agriculture 
on improved land, because one of the most satisfactory sys- 
tems of maintaining soil fertility involves the production of 
some legumes on the cultivated area and the application of 
animal manure. Besides having an important place as feed 
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Figure 22 . — Acrcaijc of sorj^hum and suuar canc cut for foraj'c or fodder 
in the United States in 1919. 



Figure 23. — Acreage of crops cut for silage in the United States in 1919. 

for live stock and contributing fertility for crop production as 
animal manure, legumes contribute directly to soil improve- 
ment even when only the sod is plowed under. The situation 
with respect to markets and natural limitations upon crop pro- 
duction must be given proper conside' ition along with the 
question of maintenance of soil fertility. 
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Corn, oats, barley and hay are the principal crops that may 
be fed or sold directly in their original form. By far the 
larger part of these feedable crops is consumed by live stock 
on the farms where it is produced. The Census of Agriculture 
shows that, in 1919, 8o per cent of the entire corn crop, three- 
fourths of the oats, almost two-thirds of the barley, and 85 
per cent of the hay W’ere consumed on the farms where pro- 
duced. We know that much of that sold is consumed on other 



Figure 24. — Corn 5o!ci or to be sold in iqiq. 


farms, particularly in the form of mixed feeds used on the 
dairy farms of the East. 

Practically one-half of the corn and oats sold in the United 
States came from Illinois and Iowa. Illinois farmers sold 41 
per cent of their corn crop and 45 per cent «jf Ihcir oats crop 
in 1919. The farmers of twenty counties in the east central 
part of the state sold 62 per cent of their corn crop and 63 per 
cent of their oats crop, (.^ee Figure, 24, ('orn Sold.) In no 
other region in the United States are feedable crops so largely 
sold. In Iowa 29 per cent of the corn and 36 per cent of the 
oats are sold off the farms where grown. 
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There are several reasons for this difference in the type of 
farming in central Illinois and most of the remainder of the 



corn and oats belt, but distance from market is an important 
factor. The feeding of corn to hogs and cattle condenses the 
product and rc“^ults in a considerable saving in the cost of 


TABLE VI 

Freight Rates (Cents per Cwt.) on Corn and Hogs from Nortii- 
\vf:sTERN Iowa and Central Illinoi'^ '^o Chicago 



Siir.LDoN, Iowa, to CiifCAGo, Illinois 

11)09 

19 tg 

.i)22 

Corn 

r6 

■Bn 

26J/2 

Hogs 


■Si 

41 


ClIAMl'AH.N, iLLIN'tllS TO (.'llICAC.O, ILLINOIS 

Com 

7 

10 

I2j>2 

Hogs 

12*2 

I6J^ 

2254 


transportation. The figures in Table VI show that the freight 
rates per hundred pounds of hogs in car lots from points in 
northwestern Iowa and central Illinois to Chicago are about 
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one and one-half times those for com in car lots from the 
same stations. It appears also that these rates are about twice 
as high from the northwestern Iowa station to Chicago as from 
the certral Illinois station to Chicago. On the assumption 
that the feeding of corn to hogs condenses the product to one- 
sixth of its original weight, there would be a saving of three- 
fourths of the freight by sending the condensed product to 
market. (See Table VIT.) Furthermore, on the basis of 

TABLE VII 

Transportation Charges on Six Hundred Pounds of Corn and tite 
Equivalent in Hogs from Northwestern Iowa and Ceniral 
Illinois to Chicago, 1922 



Sheldon. 1a.. 

TO 

CiricAGo, III. 

Cham PA ION, lii... 

TO 

Chicago, III. 

Freight on 600 lbs. of corn 

?I.S 9 

•41 

S' .75 
•225 

“ 100 “ hogs 

Saved by shipping condensed product. 

$I.IS 

$ -525 


1922 freight rates, the saving should be more than twice as 
great for the Iowa farmers as for the Illinois farmers, and, 
consequently, as the price of corn rises, the ix)ini where it 
would be more profitable to ship corn than to convert it into 
live-stock products would be reached in Illinois before it would 
be reached in Iowa. 

The difference in the perishability and bulkiness of different 
live-stock products has an imi>ortant bearing upon the location 
of the production centers. Market milk is produced on a 
commercial basis relatively near the great centers of popula- 
tion. Dairying constitutes the principal live-stock enterprise 
in regions adjacent to large eastern cities. The area of butter 
and cheese production has been pushed back year after year 
by the higher price of market milk until now milk is shipped 
into New York City from the remotest parts of the State. 
Butter and cheese, besides being less perishable products, can 
be transported more cheaply than milk and, consequently, the 
relative prices of market milk, butter and cheese are usually 
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such as to favor the production of market .milk in those regions 
most favorably situated with respect to the consuming centers. 
The result is that market milk is produced in the territories 
surrounding the large cities, while the production of butter 
and cheese is located in southern Minnesota, northern and 
western Wisconsin, and, to a less extent, throughout the central 
west outside of the areas of city milk production. 

In the case of Chicago, the supply of market milk comes 
principally from the territory north and west of the city. If 



Figure 26, — Xumber of dairy cattle in the United States Januan’ 1, 1920. 


cost of transportation were the only factor, the markcl-milk 
area would tend to be a circular area surrounding the city. 
There are several reasons why this is not the case. The fact 
that the northern edge of Illinois and southern Wisconsin are 
not so well adapted to the production of corn as the region 
to the south of Chicago enables the dairy industry to compete 
in this region more successfully for a part of the farmer’s 
time in summer than in the corn belt to the south. The 
cooler climate to the north is more favorable for the handling 
of milk and is favorable to the production of hay and pastures 
which supplement corn and com silage as dairy feeds. 





OUTLINES OF AGRICULTURAL ECONOMICS 



FiGi’f.E 27. — XiimbcT of shcop in (hr United States June i, 1840. 

Dairy cows have replaced sheep in W'rmopa, New York, 
northeaslern Ohio, and southern Wisconsin. Wool production 



Figure 28. — Number of sheep in the United States June i, 1S80. 


has found its wa}' to the rough grazing lands of the West. 
The high specific value of wool enables this grazing industry 
to thrive on rough lands at great distances from the markets, 
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Figure 29.— Number of theep in the United Stales January i, 1920. 

hence it gives place to perishable products or products of a 
lower specific value near the markets and on land suited to 
field cro[)S. Sheep require comparatively little labor, provide 



Figure 30.— NuinlxT of swine in the United States Januarj^ i, 1920 

a. means of marketing large quanties of rough feed and rough 
pasture and. for this reason, they are foui..l as a supplementary 
enterprise throughout the entire country. 
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The dependence of the swine industiy upon the corn crop is 
clearly apparent from a comparison of Figure lo with Figure 
30 (corn and hog charts). With the exception of east-central 
Illinois, the regions of heavy corn production are the regions 
of hog production. The production of hogs is combined with 
the feeding of beef cattle on the farms of northwestern Illinois, 
Iowa, eastern Nebraska, and to some extent in other states. 
Some hogs are produced in the dairy regions, particularlji* 
where cream is sold making skim milk available as feed for 



Figure 31. — Number of beef cattle in the United States January i. 1920. 


hogs. The determining fjictor in hog production is the avail- 
able feed. As they require a relatively small amount of labor 
throughout the year, they do not seriously conflict with crop 
production. 

The grazing lands of the West, together with the large quan- 
tities of coarse hay and forage crops produced in the central 
west, constitute the basis for the cattle-grazing industry. 
Many of the cattle produced on these lands are finished in the 
corn-belt areas of eastern Nebraska, Iowa, and western Illi- 
nois. Here grazing and light feeding in the fall are followed 
by a period of heavy feeding during the winter arid early 
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spring. The fattening of cattle is better suited than dairying 
to the heart of the corn belt because this enterprise creates a 
demand for corn, requires most labor in the winter and but 
little labor in the summer when the corn crop is being pro- 
duced, and thus is in many ways supplementary to the corn 
enterprise. Dairying conflicts seriously with corn production 
because of its heavy demand for labor throughout the year. 

The lands of the irrigated sections in the Rocky Mountain 
region are well adapted to the production of feedable crops, 
but these crops can not be marketed to advantage in their 
natural form because of great distance from market. Conse- 
quently, large numbers of cattle and sheep which have been 
grown on the nearby ranges are fattened in those se'tions. 



CHAPTER VI 


FARM OPERATION 

In the foregoing chapters consideration has been given to 
the question of choosing farm enterprises with a view of ob- 
taining the most profitable utilization of a farmer's land, la- 
bor, equipment, and managerial ability. Emphasis has been 
placed upon the importance of selecting those enterprises 
which will provide profitable employment of a farmer’s time 
as nearly throughout the year as possible. Having made a 
decision regarding what enterprises are to be included in a 
farm s organization for a particular year, the viewpoint of the 
farmer is then somewhat reversed. Emphasis is now placed 
upon the question of how to get the work done which is in- 
volved in the conduct of such an organization with the lea.st 
conflict between the various tasks. 

One characteristic of the usual type of farming is the large 
number of different operations. These operations require dif- 
ferent conditions as to soil, climate, etc., for their performance. 
Some operations, particularly those for crops, are highly sea- 
sonal. Others, such as feeding and care of live stock, must be 
performed daily. The fact that different operations require 
different conditions for their performance makes it possible 
to do certain tasks when conditions are not favorable for doing 
others, and some of the difficulties brought al)out by weather 
may be eliminated. 

In addition to the regular crop and live-stock labor, there 
are many odd jobs on every farm which constitute a part of 
the labor program and may be classed as miscellaneous work. 
Repairing old fences, building new fences, cutting weeds along 
fences and ditches, filling washes, repairing buildings, making 
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concrete walks, trimming trees about the house, making posts, 
cutting stove wood, improving roads about the farm may be 
classified as miscellaneous work. 

This class of work has sometimes been called unproductive 
because of the fact that even though all work may be done 
perfectly, the fnrm will yield no income without the crop or 
live-stock enterprises. Yet the crop and live-stock enterprises 
can not long be carried on if all this miscellaneous work is 
neglected. It is bttler, therefore, to call this labor indirectly 
productive rather than unproductive. 

One of the most important jiroblems in farm management is 
to keep the indirectly productive labor out of the way of the 
directly productive labor and yet get it done. Jrst to the 
extent that crop work must be stopped to make or repair a 
fence, the possibilities of profits arc reduced. The purpose 
of this v.fic pier is to make some suggestions which may be help- 
ful in organizing farm work in a way that will tend to keep 
the proportion of time on directly productive labor at a maxi- 
mum anrl arrange to get the year’s work done with a minimum 
of conflict between the various tasks. 

The exixricnced farmer usually anticipates his need for fuel 
during seasoi , when croj) w'ork demands his attention by pro- 
viding :i large pile of wood for the cook stove before the frost 
i.s out of the gr(’/und in the spring. He likewise anticipates the 
iifccl for fence:; :ind r.ti’izcs his time building and repairing 
fences the frcist is oat of the ground and before v.*vk can 
begin in ::ie fieid. Xoi only is this time relatively free trom 
conf.ic: enleiprise'^, but there is no other time of year when 

a post caa be vvith ?o litile labor as in the loose, moist 
Sv)il jn. llic frost is out of the ground. The shiftless 
farmer v ii ’ nealrcts this opportimily and when the cattle 
sh«)uld be turned into the pasture finds the fences need repair 
may have to lake a man and team out of the cornfield at a 
time when labor on corn is worth 75 cents an hour, to do work 
which might have been done when alternative opportunities 
would [)ay no more than 10 cents an Ik t. 

Instances might be multiplied without end showing how the 
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neglect of miscellaneous work when time is available results 
in great loss to a farmer. To facilitate getting work done 
at the most opportune time the following classifications of work 
have been made. 

A. (i) Work which must be done at a definite time. 

( 2 ) Work which may be done any time within a wide latitude. 

(3) Work which is often postponed indefinitely. 

B. (t) Work which can be done when it is raining. 

(3) Work which can not be done while rain is falling, but can be 
done while the ground is ivet. 

(3) Work requiring dry weather and land dry enough to work or 
drive over (hauling manure, lime, etc.). 

C. (i) Work which can not be done while ground is frozen. 

(2) Work which can be done while ground is frozen. 

(3) Work which can be done when ground is covered with snow. 

A. ( I ) The first classification is based upon the time when 
things should be done. Feeding and milking dairy cows, sow- 
ing oats, planting corn, cultivating com, and harvesting oats 
are examples of work that will suffer if not done at the right 
time. A farmer who neglects his cows will soon have no milk- 
ing to do; one who delays sowing oats until the warm, dry 
days of early summer finds his harvest light ; and he who de- 
lays the cultivations of his corn for one week after it is large 
enough to plow* will have a weedy field and a poor crop. Suc- 
cess in farming demands that all other classes of work be kept 
out of the way of work which, by nature, must be done at a 
definite time to secure best results. This class of work is 
often called rush w'ork because the profits of a farm depend 
upon doing a maximum of this work and doing it well. In 
rush seasons one should ‘‘do nothing to-day which can as well 
be put off until to-morrow,” in order to devote a maximum of 
effort to the rush work. 

Farmers often arrange to exchange work among themselves 
in order to secure labor for operations such as thre.shing and 
silo filling, which require a large amount of labor in a relatively 
short period. To hire the necessary labor is expensive and 
often the labor is not available. By exchanging work a farmer 
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gets the operations on his farm done in a short time, but may 
pay back his neighbors over a considerable period of time. 
(See Figure 32.) This method of getting work done may not 
be the most satisfactory one in every case. If a farmer must 
in turn work for his neighbor at a time when the work on his 
own farm would return him more than enough to pay for the 
cost of hiring the labor, it is obviously not the economical 
method. 
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Figuke 32. — Exchange labor received and exchange labor given for a 
Minnesota farm. 
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A. (2) Work which may be done any time within a wdde 
latitude will require the very especial attention of the farmer, 
because the time will come when this work cannot be put off 
longer and it may crowd the work which can be done only 
at a definite time. For example, seed corn may be tested and 
shelled at any time after it is thoroughly cured; but, if neg- 
lected until the fields are ready to plant, this most profitable 
work of the farm may be delayed. It takes a better manager 
to perform all these tasks in seasons when there is no rush 
work than it does to concentrate on rush work, for the season 
calls a farmer imperatively to the task which must keep pace 
with nature, but only the power of the mind takes thought of 
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future needs and anticipates these wants by making the neces* 
sary preparation. The rule to follow when there is no rush 
work pressing for immediate attention, and which must be 
enforced with methodical and industrious habits if the farmer 
is to rank high as a manager, is found in the old phrase “Put 
off nothing until to-morrow which can be done to-day,” in 
order to be free to devote a maximum of time to the rush 
work when it comes. 

A* (3) ^J^tich work that is often left undone indefinitely 
should be done to keep a farm looking neat and to make life 



Figure 33. — Fixed and shifting labor on a Minnesota farm. 


on the farm more livable. Many a farmer has neglected his 
lawn because it is not connected in a vital way with the moniy 
profits of farming operations. In considering work of this 
class, careful attention should be given to the fact that a farm 
is capable of providing for the direct satisfaction of many wants 
without the intervention of money. The importance of these 
wants should be compared with those to be satisfied by the 
expenditure of money, before deciding to neglect these direct 
satisfactions to earn more cash profits. Many of these wants, 
can be .satisfied without reducing the cash income, by plan- 
ning the work more carefully 
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B. (i) The second classification is based upon weather 
and soil conditions with respect to humidity. A great variety 
of tasks can be done under shelter and as nearly as possible 
they should be cared for on rainy days. Shelling seed corn, 
mending harness, and repairing tools are typical examples. 
Some device should be used to bring these tasks to mind when 
a rainy day arrives or these golden opportunities will slip by 
unim[>r(.)ved. The writer know's a farmer who keeps a note- 
book in his pocket in which he jots down the tasks to be per- 

TABLE Vlir 

Relation’ Between' Climatic Axn Percextace of Total 

Days Suitable for Field Work on Corn 


Climatit (March to XoMiMBER l,\ci.L'sr\r' 



Indiana 

N ebrajika 

Normal rainfall (inches) 

Enlirdy clear rlajs in igir, avera;;!* per mo.. 
Entirely cloudy days in rgii, average per mo. 

30.6 

12 0 

S.9 

24.0 

15.Q 

5-5 

rhiui'.NTAC.R or Tor\T. Si.iiABLi: i-fm 

l iEii) Work o.y Corn 


Indiana 

Xeliraska 

Spriim plt)N\ing 

6d.2 


Spring harn>\vin« 

60.7 


Com planting 

62.5 


Corn cullivation 

737 

797 


From V. S. Dcparinicnt of AKricuItiirf IhilletMi \o. 3. 


formed on a rainy day. He calls this his rainy-day book. 
This enables him (juickly to plan the work when a .ainy day 
conies and to choose the tasks which must be done soon before 
they come in conllict with rush work. The rule is to push 
rainy-day work when it is raining and to do no rainy-day work 
when it is not raining, if there is "outside” work to be done. 

B. (2) There is a large class of tasks which may be called 
‘‘wet-land work.” Tii this class falls cutting weeds in fence 
rows, repairing fences, cleaning up the wood lot, repairing 
buildings, laying concrete walks, digg ■ g trenches for lay- 
ing water pines from the well to the house and to the 
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barn, and a score of other tasks which will crowd themselves 
upon the farmer's mind as he considers the things he wants 
done. The rule is to push the wet-land work when the land 
is not dry enough to work and to do no work of this kind 
when there is field work to be done. 

There is considerable variation in the proportion of a farm- 
er’s time that may be spent in field work in different parts of 
the country. (See Table VIII.) Differences in the number 
of days when work can be done in the field on account of rain 
or w^et land will have an important influence upon the area 
of a cultivated crop, such as corn or cotton, which one man 
can put out and cultivate. 

B. (3) Work that requires dry kmd and dry weather in- 
cludes most field operations which must l)e performed at a defi- 
nite time, hence the importance of keeping this time free for 
these activities. The percentage of the time suitable for field 
uvrk which is actually used for this purpose is a measure of 
onc^s ability as a manager. 

C. ( I ) I'he third classification is based upon the condi- 
tion of the ground with resided to frost and snow. Work that 
can not be done while the ground is frozen includes most of 
the field operations. Some of the activities which one is in 
danger of postponing too long and, for this reason, of suffering 
loss are potato digging, beet lifting, and fall plowing. Every 
farmer should know the time of year the ground usually freezes 
so hard as to stop these lines of work, and he should bend 
every effort toward having all work of this nature out of the 
way before that date. The fact that the permanent freeze 
in some years comes much later than it does ordinarily should 
not be used as a reason for delay. 

Work must be so arranged that the crofjs will have full bene- 
fit of the growing season. Some crops, like oat.s, should be 
planted as soon as the danger of freezing is over in the spring. 
Others need to be harv^ested in the fall before the danger of 
freezing weather is great. In the northern part of the country, 
corn must be put in as early as possible to give it a chance to 
mature before freezing weather comes in the fall. but. if 




Figure 34. — The available growing season in the United States in four-fifths of the years, 
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planted too early, it may be injured by freezing weather after 
it is planted. For example, in Missouri corn planting begins 
about the middle of April, but in northern Iowa farmers have 
found that it is not safe to begin planting until after the first 
of May. The available growing season for four-fifths of the 
years in southern Missouri is from 30 to 40 days longer than in 
northern Iowa (Fig. 34). 

The good manager keeps step with nature, but tries to keep 
considerably ahead of the date when a given task can not be 
performed. The earlier dates when the ground freezes enough 
to stop plowing should be held in mind rather than the later 
dates. The general rule in autumn is 7 Vork u>hich can not be 
done when the ground is frozen shotdd take precedence over 
work which can be done later. Fall plowing should come 
first and corn husking afterwards, because the husking can be 
done when the ground is frozen but the plowing can not. 

C. (2) In the corn belt, corn husking stands out as an 
important task which is performed when the ground is frozen 
but which should be completed before a heavy snow falls. 
It is the fear of snow and severely cold weather that impels 
the corn farmer to bend every enerj^ to clear the field of corn 
before the first of December, or some other date fixed by the 
experience of the community as the time when there is danger 
of w^eather that will stop the work. 

C. (3) There are many tasks that can be done in winter 
while the ground is covered with snow. Examples are: Haul- 
ing manure, spreading lime, hauling and preparing stove wood, 
hauling and storing ice, visiting the herds of successful farm- 
ers, attending farmers’ courses, reading books on the culture 
of crops, on the breeding, care, and feeding of live stock, and 
on the best methods of marketing farm produce. This is the 
time of year for the farmer to work a short day and take time 
for self-improvement. 



CHAPTER VII 

WHAT SHOULD THE NATION PRODUCE? 

Fkom the standpoint of the farmer, the guiding principle in 
the organization of a farm is to seek the largest net profit; but 
there is another point of view than that of the farmer, and that 
is the point of view of the statesman. Since not only the 
farmer, but every one else, is interested in agriculture, the ques- 
tion arises, are the interests of the country as a whole best 
conservfcxl \»nen each farmer follows tenaciously his own self- 
interest and succeeds in gaining the largest net profits in return 
for the effort which he expends in agricultural production? 
There may be, at certain points, a conllict between the nar- 
rower and the broader interest. In inis case we are confronted 
with the problem of determining whether the individual or the 
general interest should be promoted. To the extent that the 
greatest good to the greatest number demands that the general 
or social interests be served, it falls within the domain of our 
subject to propose laws which will limit the free action of in- 
dividuals in such a manner as to promote the highest interests 
of society as a whole. 

But while human welfare or the greatest good to the greatest 
number has long been recognized as the standard by which 
every law or custom should be accepted or rejected, this prin- 
ciple is so abstract that men may be fully agreed upon its ac- 
ceptance as their standard, and yet hold exactly opposite 
opinions as to the desirability of a particular measure. The 
statesman needs a more concrete standard which may be used 
with safety in his efforts to set proper limits to the free actiou 
of farmers and of those with whom they have economic rela- 
tions, in the pursuance of their daily toils. 

85 
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Should the maximum in quantity of farm products be the 
goal of the agricultural statesman? The phrase, “More food 
this year is patriotism” has at times been interpreted in a way 
which suggests that some leaders in the promotion of agricul- 
ture would make quantity of product the goa* in view. If 
quantity of product in pounds or bushels were the goal in pro- 
duction, the agriculture of this country would be very different. 
We would produce more potatoes and other bulky crops, only 
to find the demands of the consumers too small for the supply 
of these articles, and a part of the supply wasted. 

Human desire is the starting point in economic considera- 
tions, and human welfare is the end in view in economic legisla- 
tion. To the extent that human desires are wholesome, values 
may be made the basis of determining what a nation should 
produce, for human desires reflect themselves in values. The 
highest value of the productions of a country has, therefore, 
been set forth as a practical economic ideal for the statesman. 
It has been said that “the prosperity of a nation is in propor- 
tion to the value of its productions.”^ This is the economical 
ideal which was set forth by their leaders as the aim and the 
end of the Patrons of Husbandry in their efforts to promote 
the interests of agriculture. 

To this principle, as an economic ideal, it may be objected 
that legislation may be of such a character as to increase the 
value of the farm products of a country and at the same time 
not improve the economic well-being of the people of the coun- 
try as a whole. It is quite conceivable, for example, that duties 
on imports may be so levied as to increase the total value of the 
farm products of a country without increasing the prosperity 
of the nation. 

It is necessary, in order that this national ideal shall be at- 
tained, that the labor and capital of a country be properly 
distributed among the various lines of economic activity. The 
labor and the capital of a nation should be so distributed among 
the various industries that the portion of these factors which 
is employed under the most unfavorable circumstances shall 

^ See the preamble of the Constitution of the Patrons of Husbandry. 
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be equally productive, socially considered, in all industries. 
The necessity of this proper adjustment of the productive 
forces should ever be kept in mind In the discussion of the 
movements of population from country to city, or vice versa. 

When the productive forces are properly distributed among 
the various lines of production, and where the relative values 
of products are not to be directly affected by public action, it 
would seem that a just and practical ideal to be held in mind 
by the statesman when passing judgment upon what crops 
should be grown, the management of live stock, the intensity 
of culture, the size of farms, and the laws which limit and define 
farmers’ rights in their relations to each other, to their land- 
lords, to laborers which they employ, and to those to whom 
they sell their products, would be the highest long-time average 
value of the farm products of the country as a whole. 

We \.o mark out clearly the distinction between the so- 
cial ideal and the ideal of the individual. The Individual seeks 
the largest net profits. He desires to have that share of the 
product which is left to him, after paying what is necessary 
to engage the other factors of production, as large as possible, 
WTiere the personal interest of the farmer does not extend to 
all of the factors of production, conflicting interests are cer- 
tain to arise, as between the lanrllord and the tenant, or the 
employer and the employee. While the farmer is interested, 
personally, in having his own share of the produce large in 
proportion to the efforts which he puts forth, the statesman 
should be interested equally in having the returns to all the 
factors of production as large as possible. 

The conflict between the national point of view and that of 
the farm operator may relate to the choice of crops, the in- 
tensity of culture, the character of the live stock industry, the 
control of weeds, the control of disease, the quality of the 
products sold, and the conservation of the land and the eco- 
nomic and social welfare of all classes. When viewed from 
the national standpoint, it is not the return to any one factor 
in particular, but the sum of the returns to all the factors 
which should be of vital interest to the statesman. With the 
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limitations which have been suggested, the highest long-time 
average value of the total product of the agricultural industry 
may be looked upon as the goal, when agriculture is viewed 
from the standpoint of maximum efficiency in production for 
the nation as a whole. 

But maximum efficiency in production may not be the sole 
aim of a nation. National defense may seem at times to be so 
important as to make it desirable to reduce the efficiency of 
production in order that the nation be self-sufficing to an ade- 
quate degree. This may be the most profitable thing to do 
with a view to meeting the national needs in times i^f inter- 
national strife when international commerce is extremely haz- 
ardous. 

The problem then becomes that of ascertaining to what ex- 
tent a nation should produce everything it needs as nearly as 
possible and to what extent it should produce those articles 
which enable it to secure the maximum free competitive values 
and depend upon international trade to provide the great 
variety of articles which can, in times of peace, be secured 
from abroad more cheaply than they can be produced at home. 
The answer to this quesilion depends upon the national ideal 
and the progress of civilization in the direction of protecting 
international trade. 

To the extent .that civilized nations desire to live in peace 
with one another, making mutual concessions from time to time 
and recognizing one another’s rights and the mutual benefits 
to be derived from the exchange of commodities, advantage 
may be taken of the benefits of division of labor among nations 
and the resulting international commerce. On the other hand, 
if strong nations are unwilling to enter this world comity, and 
insist on extreme nationalism and stand ready to encroach 
upon the rights of others upon land and upon sea, it may be- 
come necessary to adopt an economic policy very different from 
the one which w'ould be most productive if a world economy 
were practicable. 

Under the system of extreme national economy, where the 
nation must be self-sufficing in the primary necessities of life, 
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industry, and war, many of the advantages of modern civiliza- 
tion may be lost. Luxuries may be secured from abroad in 
times of peace and dispensed with in times of war. A national 
system may not only point to the production within the na- 
tion of the entire supply of the necessities of life and the 
munitions of war, but may result in an agricultural policy 
which looks to the production of a large number of effective 
soldiers rather than a maximum of agricultural products. In 
this way the size of farms, the tenure of land, and the credit 
system may all be modified with a view’ to maintaining a very 
much larger number of farm families than would otherwise 
exist. 

The larger the country and the greater the diversity of soil 
and climate found within her borders, the smaller w’ill be the 
economic loss in adopting a national system of agriculture. 
For this icwM-n the United States would be in a strong position 
compared with other nations under the necessity of a self- 
sufficing national economy. Yet the United States may well 
afford to siiend millions annually in maintaining friendly inter- 
national relations rather than undertake to live an isolated 
economic life, 

A study of the exports and the imports of the United States 
will give basis for some conclusions regarding the way in which 
American agriculture would be affected if a complete national 
system were adopted with respect to the production at home 
of all the agricultural products used in our homes and in the 
maintenance of our national life. 

The agricultural imports may be classified as follows on the 
basis of the possibility of producing the supply’ at home: 

I. Of our agricultural imports some cannot under natural 
conditions be produced in the United States. There is a lack 
of proper soil and climate which makes it physically impossible 
to grow the product without providing artificially the necessary 
conditions. For example, rubber, cocoa, and bananas are 
tropical products which play an important part in our life, 
and which we would probably do without if we could not carry 
<’ai commerce with South and Central America. Coffee may 
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belong in this same class, though it has been claimed that 
rather large potential coffee areas exist along our southern 
border. Where these articles are luxuries, we may be better 
off in times of war without them, but where they are important 
in our commerce and industry, as for example the raw material 
for making binder twine, the probability of having the supply 
cut off in times of war should be carefully considered, and, if 
the case be serious enough to justify the action, the production 
of substitutes should be stimulated, or great quantities held in 
storage with which to meet emergencies. 

2. Other agricultural products which are now largely im- 
ported could be produced in the United States in great abun- 
dance, but the natural conditions for their production are rela- 
tively less favorable than in foreign countries. Hemp, jute, 
and lemons may be given as examples. If world peace can be 
assured as a condition of a world economy, articles of this class 
may well be brought from abroad; but if peace is very uncer- 
tain, the necessities in this class may better be produced at 
home at a greater cost. 

3. Some of our agricultural imports could be produced in 
the United States in quantities sufficient to take the place of 
the imported supply,- and the natural conditions are as favorable 
for their growth in this country as in foreign countries, and yet 
it is profitable in times of world peace to import them from 
abroad rather than produce the whole supply at home. This 
may be true (a) because the land which is well suited for the 
production of a given imported crop can be used more profitably 
in the production of some other crop which does not thrive in 
the foreign country from which we import. (6) Again, this 
may be true because labor and capital are more abundant and 
wages and interest are lower in the foreign competing country. 
The sugar beet may be taken as an example of a crop which 
thrives as well in parts of the United States as in Europe and 
which cannot be produced with profit in the United States 
without a bounty or a protective tariff. Both of ihe above 
conditions are operative in making beets unprofitable in parts 
of the United States. There are large areas with suitable soil 
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and climate for the production of beets where com or tobacco 
are competing crops. These crops do not compete in the beet 
regions of northwestern Europe. Hence, under free competi- 
tive conditions, it pays better to import sugar than to produce 
it in the corn belt of the United States. Outside of the com 
belt, especially in California, Colorado, Utah, and Idaho, the 
question is less a matter of competing crops than it is a mat- 
ter of high cost of labor, yet in these regions beets compete 
with potatoes and alfalfa. Raw silk and tea are good examples 
of crops which are practically excluded from being produced 
in the United States because of the wide difference in the cost 
of labor in the United States and in eastern Asia. The first 
of these reasons for finding it more profitable to buy than to 
produce is a permanent one. It is based upon natural forces. 
The second is based partly upon differences in the density of 
the population in different parts of the earth, and, hence, being 
a social condition is subject to change. 

4. Some articles can be produced profitably in limited quan-- 
titles but not in sufficient abundance to satisfy the demand of 
the nation because of the limited areas on which they prove to 
be the strongest competitors for land, labor, and equipment. 
Wool is an example. Wool is the most profitable product 
which can be pioduced in some of the high, dry areas of the 
Rocky Mountain region, and in some other regions where rough 
grazing lands are abundant and where the dairy cow is not a 
strong competitor. Sheep may also find a profitable place in 
small numbers on the general farm, but so long as cheap wool 
may be secured from South America and Australia, it may be 
that the greater part of the supply can be imported more 
cheaply than produced at home. This has proved true even 
when a protective tariff favored the home grower of wool. 

5. Some articles can be produced profitably in certain quali- 
ties, but not in all qualities desired by the people of the United 
States. Cotton, for example, is imported, not because we do 
not produce as much cotton as we consume, but because it is 
possible to get a very special variety of cotton from Egypt. 
Tobacco is another example. We export much tobacco, but 
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in order to meet the demand for certain qualities, tobacco is 
imported from Cuba and Sumatra. 

When all these conditions which give rise to commerce are 
considered, it becomes obvious that with a given outlay of 
labor and capital the wants of the people can he more com- 
pletely satisfied by producing the things which pay best and 
buying from abroad the articles which cannot be produced or 
which it is less profitable to produce in this country. 

The economic policy which should be followed by a nation 
will depend largely upon the prospects for world peace and the 
safety of International trade. Were world peace assured, a 
world economy would be desirable, but at the present time the 
student is constrained to give due attention to the importance 
of the all-round development of agriculture with a view to being 
able to feed and clothe the people with a minimum of com- 
merce in times when all international law is swept aside. 

The opinion one will hold regarding free trade and protection 
depends in part upon one’s judgment with regard to future 
peace. If we must become seU-sufficing as a nation, protnthn 
is one nuam of inducing fanners and manufadnreri to produce 
commodities which they w'ould otherwise find unprofitable. 
The national policy should be the one u'hich will yield the maxi- 
mum well’-being for the people of the nation through a long 
series of generations. In view of the long periods of peace 
which the world has enjoyed, particularly since the days of 
Napoleon, and in view of the present hoi)e for the beginning 
of a new era of peaceful internalional relations, it would not 

to be ready for war emergencies, but to be prepared for rapid 
readjustment in agriculture if a period of unsettled interna- 
tional relations should again overtake us. Sir James Caird ad- 
vocated the free importation of wheat into Pmgland on the 
theory that since at that time wheat growing was less profitable 
to the nation than grazing, it would be better to produce cattle 
during times of peace and buy wheat with the expectation that 
if war conditions should cut off the foreign supply the pastures 
could be plowed up, put into wheat, and made to produce more 
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for the emergency than if wheat had been grown continuously. 
This is exactly what England did, and during the World War 
the wisdom of Caird’s advice was demonstrated. 

Grain and cotton stand out as our great agricultural exports. 
Sugar, molasses, and sirup together take the lead in value of 
agricultural imports. Coffee is next in importance. Fruits are 
both exported and imported in large quantities. This is due 
to the fact that the United States produces a surplus of certain 
kinds of fruits, namely, dried apples, prunes, raisins, apricots, 
and peaches, which are exported, whereas we produce, for ex- 
ample, less than we consume of bananas, lemons, and pine- 
apples. 

To become a self-sufficing nation we would have to reduce 
our grain crops and our cotton crops and produce more cane 
and beets for sugar and molasses, and either reduce our coffee 
consumption or learn to grow great quantities in the potential 
coffee regions of the United States. Our area is broad and in- 
cludes a very great variety of soils and climate, and yet there 
would be undoubtedly a much smaller amount of agricultural 
products available for consumption in this country under a 
self-sufficing economy than under a world-wide commercial 
economy. 

The experimental and educational method of stimulating the 
introduction of new crops has proved important in this coun- 
try. For many years the Secretary of Agriculture made large 
expenditures to stimulate the beet sugar industry in the United 
States. There were those who pointed out that the h\^ cost 

beet sugar producers of northw^estern Europe. Others pointed 
out that in the corn belt, in particular, the beet would be un- 
able to compete with corn for the reason that the area on the 
surface of the earth capable of corn production is very small 
compared with the area capable of beet production, and for 
this reason the relative prices of corn and sugar on tb^ world 
market will tend to be such as will enable corn to drive sugar 
out under conditions of open competition, and that there are 
other crops which we can grow which will add more to the 
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well-being of the people. These views seemed justified and 
were true under the assumption of world peace. But, as a 
matter of fact, the stimulus resulting from government activity 
established a beet sugar industry which was tottering to a fall 
under free trade, but which has come forward with great 
energy to meet the emergencies incident to war. In the light 
of recent events and taking into account the entire cost of 
stimulating this industry in time of peace, has the fostering 
of the beet sugar industry been justified? The same question 
arises with respect to wool and other farm products. The ex- 
perimental method may be better than the bounty or tariff for 
stimulating industries which will succeed on a small scale. 
This is true of most farm crops, but it is perhaps not true of 
most manufactures. 

There are many conditions under which it is desirable to 
stimulate the production of articles which the farmers have 
not on their own account found occasion to produce. The 
absence of production may be due to lack of knowledge of the 
profits, lack of skill in the new line of production, or it may be 
due to the fact that the crop is temporarily less profitable than 
some competing crop, but in the long run would be more profit- 
able. Where a crop is less profitable than another, and this 
is due to permanent physical conditions, only the necessity for 
a self-sufficing national policy will justify stimulating the 
farmer to produce the crop. But where the conditions which 
make the crop unprofitable are temporary social conditions 
which may be changed, such as sparse population, lack of 
knowledge or skill, the case is a very different one. It may 
pay to stimulate immigration and education, and give boun- 
ties or tariff protection which will make it profitable for farm- 
ers to take up the new lines of production. 

In general, any industry which can be established in a few 
years, and which when once established will be able to stand 
on its own merits without government stimulus, should be 
stimulated during the period of its introduction. During the 
infancy of the new crop or agricultural industry the lalx)r and 
capital expended may add less to the national dividend than 
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some old crop or industry, but this loss is only apparent, and 
is really chargeable to the capital account of the country if 
when established the new crop pays better than the one it dis- 
places. 

To summarize, each nation should produce those agricultural 
products which in the long run will add most to the well-being 
of the people. So far as feasible, the products should be those 
which will make the agricultural productions reach the maxi- 
mum long-time average value under conditions of free com- 
petition among producers and among consumers throughout the 
civilized world. In estimating the long-time average values of 
products, weight should be given, however, to the chance of 
war, if they must be secured from abroad. Furthermore, in 
figuring the maximum average value, where there are tempo- 
rary conditions which retard the development of an industry, 
the principal weight should be given to the future. 

In acidition to the economic and political conditions which 
have been considered above, there are ethical questions which 
should not be lost sight of by the statesman in settling the 
question of what the farmers of a nation should produce. 
Many statesmen will feel that the desires of men should be 
curbed in the interest of human welfare. This may lead them 
to study physiological and ethical principles with a view to 
eliminating certain crops or products made from farm crops 
which are injurious to mankind. 



CHAPTER VIII 


LAND AS A BASIS OF AGRICULTURAL PRODUCTION 

Land, labor, and equipment are the agencies of producti‘'n. 
Without land there is no production of economic goods by the 
farmer, the manufacturer, or the merchant. The term “land” 
is here used in the broad sense to include all natural agents. 
When a man buys land he acquires the use of the air, the sun- 
shine, the rainfall, the wind blow, and in the United States, 
unless especially specified to the contrary, he acquires all 
minerals lying beneath the surface. 

\\Tiile all classes of economic activity require land, agri- 
culture makes the greatest demands for this agent of produc- 
tion. The census of manufacturers fails to record the area 
used by the manufacturers, but gives especial attention to 
the statistics of labor, material, and machinery used in the 
manufacturing enterprises. In the agricultural census the sub- 
ject of the land area used is given a prominent position, and 
it is shown that in 1920 there were 955,883,715 acres of lane 
in farms in the United States. 

The economic uses of land have been classified as (i) afford- 
ing standing room, (2) supplying mineral products, and (3) 
providing the conditions and materials of plant growth. Manu- 
facturers use land for standing room and make heavy demands 
for the products of the mines. Commerce makes heavy de- 
mands for land to be used for transportation purposes and the 
location of warehouses, but agriculture makes use of the soil in 
the growing of plants which are the means of satisfying human 
wants. 

Farm land varies greatly in its economic capacity. The 
capacity 0} a given area of land is measured in terms of the 

oA 
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number of units of labor and capital which can be associated 
with it with optimum results at a given stage of industrial 
progress. The capacity of land is influenced by its topography, 
temperature, rainfall, texture, and the kind of crops grown. 
Clay loam usually has greater capacity than sandy loam, that 
is, a greater amount of labor and capital must be put upon a 
given area in order to secure optimum results in a given line of 
production. In other words, land with high capacity permits 
of a higher degree of intensity of culture in a given year in 
the production of a given crop than land with a low capacity. 
This will be further explained in a later chapter. 

Land varies not only in its economic capacity but also in its 
economic efficiency. The economic efficiency of land is moos’- 
ured in terms of the value of the product per unit of labor and 
capital expended upon it. The term “efficiency” Is here used 
in the sam^ sense as it is used by the engineer who calculates 
the efficiency of his locomotive in terms of the power developed 
per unit of coal shoveled into the fire-box, the only difference 
being that here we are calculating the number of dollars^ worth 
of product per dollar’s worth of labor and capital put into the 
land. More briefly stated, efficiency is measured in terms of 
output per unit of input whereas capacity is measured in 
terms of input per acre of land. 

Capacity and efficiency are the two dimensions of produc- 
tivity. If one would compare the productivity of two pieces 
of land it is not enough to know how much corn or other crop 
it will yield per acre; it is necessary to know the expense of 
the operation (the input) and the product per unit of expense. 
A piece of land might yield a large product per acre and yet 
class as relatively poor land because of the great expense of 
production. 

The product is always equal to capacity multiplied by effi- 
ciency, and in order to compare the worth of two grades of 
land one should ascertain the number of capacity units per 
acre and the efficiency per unit of capacity. For example, in 
comparing land “A” and land “B” let us assume that land 
“A” has 10 units of capacity and “B” 8 units of capacity. 
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If their efficiency were the same the ratio of usefulness would 
be as 10 is to 8. But each capacity unit, that is each dollar 
expended on “A” land yields $i.6o, whereas each dollar ex- 
pended upon ‘‘B” yields only $1.50. The productivity of 
“A” is therefore, $1.60 X 10, or 16, while the productivity of 
“B” is $1.50 X 8, or 12. Thus while the capacity ratio of “A” 
and “B” is s to 4, the efficiency ratio is 16 to 15 and the pro- 
ductivity ratio is 4 to 3. How much more can a given farmer 
afford to pay per acre for “A” land than for ‘‘B” land? 

Under the physical conditions which are conducive to 
plant growth are included: (i) the moisture and (2) the 
temperature of the soil and the air, (3) topography and (4) 
the mechanical structure of the soil. The amount of rainfall 
and sunshine remaining the same, the moisture and the tem- 
perature of the soil arid its capacity for retaining the chemical 
elements of fertility vary greatly from place to place because 
of differences in the size of the particles of the soil. By cul- 
tivation the soil may be improved to some extent in this 
respect. By drainage and by irrigation the moisture of the soil 
can be modified, and by the use of glass and artificial heat the 
temperature of both the soil and the atmosphere can be regu- 
lated. But in most places and for most purposes Nature has 
done infinitely more for man than he can do for himself in 
providing the land with these desirable physical qualities. 

From the standpoint of the economist the most important 
chemical conditions of plant growth are: (i) nitrogen, (2) 
phosphoric acid, (3) potash, and (4) water. Other chemical 
compounds contribute to plant growth, but these four are the 
ones which require special attention because they are present 
in the soil in limited and varying quantities, and because they 
are more or less readily exhausted and require considerable 
effort to increase or replenish their supply. In the humid 
regions where the water needed by plants is abundantly sup- 
plied by nature this element of fertility requires little or no 
attention, but in the arid regions water ranks first in economic 
importance. The carbon dioxide gas of the air is as important 
to plant growth as is water, but it is present in such great 
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abundance that it has no value placed upon it and hence does 
not enter into the list of economic conditions which require 
our attention. 

In comparing the value of two pieces of land physical pro- 
ductivity is not a safe basis for the reason that the physical 
product of two pieces of land may be the same but the values 
of the products may be very different, due to differences in the 
location of the land with respect to markets. 

WTicn a man contemplates the purchase of a farm, he wants 
extent of land with even topography and he wants this land 
to be fertile, but what is sometimes even more significant than 
these qualities is the location of the farm which he is to culti- 
vate, In fact the physical and chemical characteristics of the 
land are greatly influenced by its location. Heat and moisture, 
and the character of the rocks from which the soil is formed 
vary greatly from place to place. But besides these varia- 
tions in "the natural conditions, there are variations in the 
social conditions which influence the production and sale of 
products. Large populations are in some places concentrated 
on small areas, leaving vast territories sparsely settled. This 
variation in the density of population may be explained, in 
part at least, in terms of variation in the physical environment, 
but our especial interest is in the effect and not the cause of 
this variation in the density of population. The farmer who is 
near a great center of population, such as London or New 
York, can sell his products for the same price which is paid 
for like products which have been shipped great distances. 
Thus it is that of two pieces of land possessing the same phys- 
ical productivity, or fertility, the farmer prefers the one lo- 
cated nearer a great center of population, because of the 
greater “farm value” of the products. 

Because of these variations with respect to fertility and 
location, land is said to vary in economic productivity , or, in 
its value-producing power. Variation in physical productivity 
of land is due to variation in soil, variation in rainfall, and 
variation in temperature. The soil in the United States varies 
from the sterile, arid sands of the great American desert to 
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Figure 35. — Shows, by counties, the approximate perrcntatrc of the total land area which was improved farm 

land April 15, 1910. 



BASIS OF AGRICULTURAL PRODUCTION loi 


the well-watered fertile loams of central Illinois, from land that 
will yield nothing to land which will yield enormous crops of 
corn year after year. 

The improved land of the United States is shown in the 
map on page loo which is based upon the “improved land 
in farms.” In 1910 there were 478,451,750 acres of improved 
land in the United States. The enumerators were instructed 
to include under improved land, “all land regularly tilled or 
mowed, land pastured and cropped in rotation, land lying 
fallow, land in gardens, orchards, vineyards, nurseries, and 
land occupied by buildings.” The improved land is not evenly 
distributed over the United States. For example, 82.9 per 
cent of the total area of Iowa, 78.2 per cent of Illinois, 33.7 
per cent of Wisconsin, and 1.8 per cent of New Mexico is im- 
proved farm land. Only 25.1 per cent of the total area of the 
United States is given as improved farm land, whereas 73.2 
per cent of England is improved farm land. The relatively 
low percentage of improved land in the United States and the 
uneven distribution of this land can be explained largely in 
terms of topography, soil, and climate. A map showing the 
topography of the United States helps one to understand the 
low percentage of improved farm land in the large areas occu- 
pied by mountains. (See Fig. 36.) A map showing the rain- 
fall helps one to understand why vast areas are eliminated 
from this class of plowed or mowed land, there not being 
enough rainfall to support tilled crops. (See Fig. 37.) The 
soil map shows the great irregularity of the soils of the United 
States with regard to their usefulness. A map showing the 
mean temperature during the growing season also throws light 
on the distribution of improved land. The resultant of all 
these forces is given in a map showing the value of all farm 
crops by counties in the United States in 1909. (See Fig. 38.) 
The variation in value of crops is due, of course, not only to 
differences in topography, soil, and climate, but to differences 
in the character of the people cultivating the land and to dif- 
ferences in the distances from the markets at which the 
products of the land are sold. 
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Figure 37. — Shows the average annual precipitation (rain, melted snow, sleet, and hail). It is much reduced 
and generalized from a map prepared by the U. S. Weather Bureau for publication in the Precipitation and 
Humidity section of the Atlas of American Agriculture. 
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While only 25.1 per cent of the total land area of the United 
States is improved farm land, 46.2 per cent of the total area is 
in farms. Thus 21.1 per cent represents unimproved land in 
farms. This is not to be ignored when considering the land 
basis of agriculture. Much of this unimproved land provides 
valuable pasture. It is never plowed or mowed, because it is 
too wet, too hilly, or contains too many obstructions such as 
stones and stumps. In five counties in southern Wisconsin 
for which pasture statistics are available, 78.5 per cent of the 
unimproved land in farms is reported as used for pasture, about 
three-fifths of which was designated woodland pasture, A large 
share of the woodland on farms yields considerable pasture. 
This same area yields wood for fuel, fencing and buildings, also 
wood products for the market, such as posts, lumber, and cord 
wood, which supplement the farmer’s income. On one farm in 
central Wisconsin, which is more than half woodland and on 
which the tillage area is gradually encroaching on the timbered 
area, about one-fifth of the total farm receipts comes from the 
sale of wood in various forms. 

The vast areas of land not in farms in the United States is 
mainly occupied by mountains, deserts, forests, cities, railways, 
etc. A part of it is used as range pasture, but much of it 
serves no agricultural purix)se. Some of it can be converted 
into farms, but the greater part of it is at present far below 
the margin of profitable utilization. 

Irrigation is proving an important means of extending agri- 
culture in the arid regions. To quote Professor El wood Mead: 
“The uninhabited and mismanaged areas of the arid region are 
full of opportunities. A realization of the possibilities of this 
region and of what man can accomplish by a right use of its 
resources has been of slow growth. To the early fur traders 
and explorers the arid region was a dreary, worthless waste. 
To neither Bonneville, Fremont, nor any of the multitude who 
crossed its vast expanse to reach the golden rivers of California 
was there given any prophetic vision of the magic to be 
wrought by irrigation. Nor is this surprising. It is difficult to 
imagine anything less attractive than the stretches cf barren 
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Figure 38. — ^Value of all crops, 1919. 
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sand broken only by the isolated yuccas of the Mojave Desert, 
or anything more dreary than the crucifixion thorn of Arizona. 
Only in localities where the work of reclamation has been in 
progress long enough to permit the growth of trees, flowers 
and shrubs, can the possibilities of soil and climate be appre- 
ciated. No greater contrast can be found anywhere than is 
afforded by a comparison of the desert above the ditches and 
the cultivated fields below them. . . . The arid West is the 
nation’s farm. It contains all that is left of the public domain, 
and is the chief hope of those who dream of enjoying landed 
independence, but who have little beside industry and self- 
denial with which to secure it. As it is now, this land has little 
value. This is not because the land lacks fertility, but because 
it lacks moisture. Where rivers have been turned from their 
courses, the products which have resulted equal in excellence 
and amount those of the most favored district of ample rain- 
fall.” And yet, with respect to the proportion of these arid 
regions which may be made productive, the same authority 
gives the following rather discouraging estimate: “If every 
drop of water which falls on the mountain summits could be 
utilized, it is not likely that more than ten per cent of the total 
area of the arid West could be irrigated, and it i^ certain that, 
because of physical obstacles, it will never be possible to get 
water to even ihis small percentage.” ^ Hence we must con- 
clude that most of the arid lands must remain unirrigated. 

The clearing of cut-over land. There are vast areas of land 
in the United States formerly in forest from which the saw 
timber has been cut, much of which may be converted into 
farm land. This land usually requires a very considerable 
amount of labor, supplies, and equipment to clear it of stumps 
and brush. This accounts for the fact that it has been passed 
by so long as rich prairie lands were available. Unfortu- 
nately, however, much of this cut-over land both in the North 
and in the South is of poor quality for farming purposes be- 
cause of the excess of sand in the soil. By careful selection 
very important quantities of good lard can be added to our 

^Irrigation Institutions, pp. 2, 3, and 5. 
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farm area at an expense which may prove a profitable invest** 
ment when the need for more land becomes pressing. 

Drainage is another important means of expanding the area 
of improved farm land. Along the rivers and coasts and in 
much of the glaciated area of the United States marshes and 
swamps are found which when drained will add greatly to the 
supply of farm land. It has been estimated that 70,000,000 
acres of land await improvement by drainage. 

The introduction of new varieties of grains and forage crops 
which are suited to semiarid regions makes possible the exten- 
sion of agriculture where the rainfall is too light for the crops 
which are commonly grown in the humid regions. For example, 
the drought-resisting macaroni wheats have recently been in- 
troduced with great profit. “In many places west of the looth 
meridian, where wheat growing with other varieties is prac- 
tically i?nf<<>«i‘?!hle on account of drought, the eastern Russian 
varieties by virtue of their extreme drought-resisting qualities 
will produce, ordinarily, a crop of from twelve to twenty 
bushels per acre. By the use of these wheats, therefore, these 
localities may become important additions to the wheat area.” ^ 

The introduction of several varieties of sorghum as forage 
crops in the southwest is resulting in the expansion of farm 
land in western Kansas and parts of Texas and New Mexico. 

Along with the introduction of new crops which can be 
grown on semiarid lands, much is being done to expand the 
area of plow land by new methods of culture commonly known 
as dry -farming,'* which consists in cultivating the land to con- 
serve the moisture. It is common to cultivate the land for one 
season with nothing growing on it in order to conserve the 
moisture and then seed to wheat. By this means the wheat 
crop may have the benefit of more moisture than would be 
available if attempts were made to secure a crop each year. 

The future will be very different from the past with regard 
to the expansion of the area of farm land. In 1850 the land 
area of the country was 1,884,375,680 acres, but only 15.6 

‘United States Department of Agriculture, Bureau of Plant Industry, 
Bulletin No. 3, p. 28. 
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per cent of it was in farms, only 6 per cent was improved 
farm land, and there were only 1,449,073 farms. In 1910 the 
total land area of the country was 1,903,289,600 acres, 42.6 
per cent of which was in farms, 25.1 per cent of which was 
improved land, and there were 6,361,502 farms. The best farm 
land of the United States was brought into cultivation during 
the sixty years from 1850 to 1910. Prairie land and the de- 
velopment of the railway system made this the period of the 
most rapid development of farms in the history of this coun- 
try. A study of the soil, climate, and topography convinces 
one that the expansion of the agricultural area will proceed 
much slower in the future than it has in the past. In fact the 
decade from 1900 to 1910 showed a great decline in the rate 
of expansion. Between 1890 and 1900 the farm area ex- 
panded more than 215,000,000 acres, while between 1900 and 
1910 the farm area expanded only about 40,000,000 acres, 
though the increase in jxjpulation was greater in the latter 
decade than in the former. 

Quality of the new land. During the past sixty years, when 
the area of farm land was increased, it was not unusual for 
the new land to be more easily brought under cultivation and 
more fertile than the land already under cultivation. 

This was true during the period of the development of the 
prairies of the 'north central states and the black prairie of 
Texas. In the future, however, when the demands for agri- 
cultural products make it desirable to resort to lands not now 
used for agricultural purposes, the new additions to the supply 
will either be expensive to bring under cultivation or infertile 
when brought into use. This means that the new increments 
of supply will yield less per dollar of expenditure upon them 
and can for this reason be resorted to with profit only under 
conditions of rising prices far farm products or falling costs 
for labor and equipment. 

The growth of our population is sure to make increasing 
demands upon the agricultural resources of the country, a part 
of which may be met by extending the industry into regions 
which are not being used; but the most important means of 
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increasing the supply of agricultural products in the future 
will be doubtless by farming more intensively the land which is 
already in use. This means that the part which labor, equip- 
ment, and skill in management will play in agricultural pro- 
duction will be more important, relatively, in the future than 
in the past. In other words, there will probably be a con- 
tinual increase in the amount of labor and capital it will pay 
to expend on a given area of land with a view to increasing 
the product. This will make the problem of the proper degree 
of intensity of culture a central one in the minds of the think- 
ing farmers. 

While the product can be greatly increased by means of 
increased intensity of culture, it is true that after a certain 
point has been reached the return per unit of expense declines 
with every increase in intensity. Thus whether the new in- 
crements.,^ ‘'Wply of farm prtxlucts are secured by expanding 
the farm area or by increasing the product per acre, the law 
of increasing costs and diminishing returns per unit of social 
economic energy put into agricultural production is almost sure 
to operate. The hope for relief from the depressing effect of 
the law of diminishing returns lies in the improvements in men 
and equipment which will increase their efficiency. 



CHAPTER IX 


FARM EQUIPMENT 

By the term “equipment ”vve mean all produced instruments 
of production. In this class fall all agencies of production ex- 
cepting man and land or nature. Thus horses, tools, ma- 
chinery, buildings, fences, seeds, feeds, and other supplies are 
here classed as equipment. Economists have used the term 
“capital” in the same sense the term “equipment” is used here. 
The term which clearly refers to the concrete goods rather 
than to their value or to the amount of money invested in 
them is preferred because a large share of the readers of this 
book are accustomed to thinking of “capital” as the amount 
of money invested in the land and the equipment together. 

The equipment of the farm may be classed as movable and 
immovable. In thp first class fall the live stock, tools, ma- 
chinery, and supplies, while buildings, fences, wells, etc., form 
the latter class, A distinction is sometimes made between 
operating ca piled and fixed capital; the former is applied to 
those items which we call movable equipment, the latter in- 
cludes land as well as permanent improvements. It is only 
fair to note, however, in this connection, that a dairy cow^ 
barn and silos are just as truly operating capital in the milk 
business as the cows themselves, and a tobacco-curing shed 
is operating capital to the tobacco grower as much as his trans- 
planter, hut in the common usage of the terms, the barns, 
silos, and shed would be classed as fixed capital. 

Farm buildings in the United States were valued at $6,325,- 
451,528, April 15, 1910, or about 15 per cent of the valuation 
of all farm property. Implements and machinery were valued 
at $1,265,149,783, and live stock at $4,925,173,610. The 
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average value of farm buildings was $7.20 per acre, that of 
implements and machinery $1.44, and that of live stock $5.60 
per acre, a total of $14.24 per acre for this equipment. The 
feeds, seeds, and other supplies on hand were not given, but 
the equipment given represents 30.5 per cent of the total in- 
vestment shown in the census, and it is believed that when 
supplies are added for April 15, the equipment will equal at 
least one-third the total farm investment of the country. 

The average value of each class of farm property per acre 
of land in farms is shown in the following table: 

TABLE IX 


Average Value per Acre op Farm Property 
April 15, iQio 



All Farm 
Tropicrty 

Land 

Buildings 

Imple. and 
Mach. 

Live Stock 

New Engifiiii 


?i 9-34 

.'>17,06 

$2.58 

$ 4-97 

Mid. Atlantic 

68.52 

33 -St) 

22.70 

3.8S 


E. No. Central 

8S.81 

61.32 

13.03 

2.28 

8.28 

W. No. Central . . . 

S8.18 

43.-21 

6.71 

1. 59 


So. Atlantic 

28.44 

iS.TS 

. S.81 

0.95 

3 S 3 

E. So. Central 

26.78 

16.28 

5.05 

0.92 

4.53 

W. So. Central . . . 

22.6Q 

16.06 

2.44 

0.71 

3.49 

Mountain 

29,52 

19.73 

2.44 

0.83 

6 .S 3 

Pacific 

54.17 

43.76 

4.52 

1.29 

4.60 

U. S 

46.64 

32.40 

7.20 

1.44 

5.60 


From this table it will be seen that buildings and machinery 
are very much more important in the North than in the South, 
and in the East than in the West. These differences aie due 
to differences in climate, type of farming, and the standard 
of living of those who live on farms. While the above table 
is useful in making comparisons with respect to the amount 
invested per acre in the different parts of the United States, 
the table on page 112, showing the percentage distribution of 
value of farm property, is more useful in comparing the rela- 
tive importance of each class of investments. 

During the second half of the 19th century, northern agri- 
culture was revolutionized by the application of a great variety 
of labor-saving machinery. The sickle, the cradle, and the 
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scythe were replaced by the reaping and mowing machines 
which did the work of many men. The reaper first simply cut 
the grain and left it to be bound by hand, but before the end 
of the eighties the self-binder was the common method of 
harvesting small grain of all kinds where grown in commercial 
quantities. 


TABLE X 


Percentage DiSTRiBUTit)N of Value of Farm Property 
April IS, iQio 


GEf c.PAriric Div. 

Land 

Bl'lLDlKGS 

Implk. a.vd 
Mach. 

Live Stock 

United States . . . 

69.5 

15-5 

3.1 

11.9 

New Enj;'land . . . 

44.1 

38.S 

5.8 

”■3 

Mid. Atlantic . . . 

494 

33.1 

5.8 

11.8 

E. No. Central . . 

71.4 

16.2 

2.7 

9.7 

\V. Xo. Central . 

74-3 

1 1.5 

2.7 

II-5 

So. Atlantic 

63-7 

20.5 

3-3 

12.4 

E. So. Central . . 

60.8 

1S.9 

34 

16.9 

VV, So. Central . . 

70.7 

10.8 

3-1 

154 

Mountain 

66.8 

2.8 

2.8 

22.1 

Pacific 

So.o 

8.2 

2.4 

8.5 


The method of threshing small grain made great progress 
during the past century. Threshing with the flail, and tramp- 
ing out by means of horses or cattle, were being replaced by 
simple forms of threshing machines in 1840. The early thresh- 
ing machine consisted of a cylinder and a concave each studded 
with spikes. This machine was driven by horse power. This 
machine knocked the grain loose but did not separate it from 
the straw and chaff. The winnowing was usually done by 
means of the fanning mill turned by hand, though many farms 
in the West had no fanning mill. The thresher and fanning 
mill were soon combined in the one machine which threshed 
and cleaned the grain. 

Aside from these Inventions which center about the small 
grain, the most important inventions were the steel plow, 
the corn planter, the corn cultivator, the mower, the rake, and 
the horse hay-fork. These inventions eliminated a great share 
of the labor involved in growing the staple crops of the North. 
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By the use of machinery the effectiveness of human labor in 
the production of northern field crops was more than doubled. 

This development of machinery seems to have been the 
result of a scarcity of labor at a time when railway transporta- 
tion made the fertile prairies of the north central states acces- 
sible to the eastern markets, making commercial grain-growing 
profitable. The invention of machinery has reduced the part 
played by human brawn and increased the part played by 
human brain, and by mechanical and animal equipment. The 
main tendency has been to increase the amount of land one 
man can operate. WTiat the effect will be when population 
increases more rapidly than the farm land, and the desire is 
to get larger amounts of product per acre instead of farming 
more acres, is a question worthy of attention. Every effort 
has been devoted to increasing the capacity of machinery with 
respect to land and the efficiency of machinery with respect to 
man. Ihe luture need will be in the direction of greater effi- 
ciency of machinery, when measured in terms of product per 
unit of land. 

The invention of the cotton gin in the previous century 
stamped upon the South a type of farming making large de- 
mands for hand labor in the field in hoeing and picking cot- 
ton. Little progress has been made in the use of labor-saving 
devices for the picking of cotton. 

The improvements in the live stock have been in the direc- 
tion of greater productivity. The tendency has been to secure 
a hog which can be prepared for the market in from 6 to 9 
months instead of from 12 to 15 months. The tendency has 
been to develop a cow which will yield a large amount of 
butter fat without careful records to show whether this is the 
result of large product per unit of feed or simply large prod- 
uct without regard to feed consumed. With high feed costs 
more attention must be given to the efficiency of cows if the 
farmer would secure high profits. 

Throughout the past century the presence of cheap grazing 
lands resulted in the most careless use of land and feed in the 
beef-cattle industry, but the recent movement has been the 
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same as that in hog production. The beef animals are being 
produced in a shorter period which usually means greater effi- 
ciency in terms of land and feed. The baby-beef industry is 
the result of this movement for reducing the length of time 
required to produce a steer. This usually means more in- 
tensive culture and probably small gross returns per hour of 
human effort put into the business, but it provides labor for 
many more hours in the year and greatly increases the returns 
per unit of land. 

Equipment of all kinds varies in capacity and efficiency. This 
is true of horses, cattle, sheep, and hogs. In each class there 
is a variation in the amount of feed and labor demanded by 
the different animals, or their capacity; there is also a wide 
range in the product per unit of input, that is in their effi- 
ciency. There has been a tendency for ex|)erimental feeders 
to confuse digestive efficiency and economic efficiency. This 
has led some people to believe that all differences in dairy 
cows, for example, are differences in capacity. The table on 
the following page based upon the results of the Wisconsin 
dairy cow competition, 1909-1911, throws light upon the 
question of differences in the economic efficiency of dairy 
cows. 

It is believed that this table helps to establish the idea that 
being a “good^ feeder,” how'ever desirable this quality in a 
cow, is not the only qualification of a dairy cow. In the 
above table the cow which ranked second in the amount of 
feed consumed ranked twenty-fifth in product per unit of 
feed. 

The range in efficiency of the 26 cows in the herd from 
which these figures were taken was from 1.44 to 2.46. When 
all of the 398 cows in the competition are compared the vari- 
ation is much greater, varying from .92 to 2.71. It should be 
recognized, however, that when cows on different farms are 
compared, the differences may be due in part to differences in 
the efficiency of the men in charge of the cows, and only 
partly to differences in the potential efficiency of the cows 
themselves. 
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TABLE XI 

Variations in Efficiency and Capacity of 26 Registered Holstein 

Cows UNDER THE SAME MANAGEMENT 


Efficiency 

1 Capacity 

Productivity 


Rank 

Product 
per Unit 
of Feed 

1 

Rank 

Value of 
Feed 

Consumed 

Rank 

Value of 
Product 
per Cow 

Rank 

Value of 
Product 
minus Cost 
of Feed 

I 

$2.46 

I 

$99.83 


$246.10 

I 

$146.27 

2 

2.40 

16 

86.42 


207.76 

4 

121.34 

3 

a.38 

7 

91 -os 


210.52 

3 

125.47 

4 

2.34 

5 

940s 


220.01 

2 

125.96 

5 

2.28 

4 

94.06 


214.87 

5 

120.81 

6 

2.13 

18 

86.06 


*83.53 

6 

9747 

7 

2.09 

20 

84.20 

10 

176.39 

7 

92.19 

8 

2.06 

14 

86.70 

8 

178.56 

8 

91.86 

9 

2.0s 

13 

86.75 

9 

178. II 

9 

91-36 

10 

1.93 

IS 

86-59 

13 

166.70 

12 

80.11 

II 

i/r 

II 

88.52 

12 

169.20 

11 

80.68 

12 

1. 91 

6 

94.01 

7 

179-25 

10 

85-24 

13 

1.82 

17 

86.23 

15 

157.20 

14 

70.97 

14 

1.76 

3 

98.93 

11 

174-64 

13 

75-71 

15 

1.74 

26 

82.69 

20 

143-61 

18 

60.92 

16 

1.73 

25 

82.94 

22 

143-18 

10 

60.24 

17 

1.72 

12 

87.03 

18 

15002 

16 

62.99 

^8 1 

1.72 

9 

89.07 

16 

153-51 

15 

6444 

19 

1.72 

21 

83-52 

21 

143-61 

20 

60.09 

20 

i.bq 

23 

83.10 

23 

140.46 

22 

57-36 

21 

i.6q 

9 

89.16 


150.68 


61.52 

22 

1 . 65 

24 

83.01 


136.60 


53-59 

23 

1.63 

8 

89.32 


14541 


56.09 

24 

1.60 

22 

82.22 


131.35 


49.13 

25 

1.58 

2 

99.74 

14 

157.28 


57.54 

26 

144 

IQ 

84-77 

20 

122.22 

26 

3745 

Average 

$1.91 


$88.46 


$168.72 


$80.26 


There is a wide range in the efficiency and the capacity of 
the different machines intended for essentially the same pur- 
pose, as for example plows, harrows, mowers, hay rakes, hay 
loaders, reapers, threshers, and silage cutters. 

These differences exist at a given time because one kind of 
machine is suited to one condition with respect to climate and 
topography while another machine suits best under other 
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conditions. The fact is, however, that improvements made by 
one manufacturer are soon duplicated by another, so that the 
machines on the market, available for a given type of farm- 
ing, vary but little after the principle has once been thor- 
oughly worked out. Mowing machines and self-binders, for 
example, vary but little in construction aside from speed of 
the sickle and length of the cutter bar, which differences 
enable the farmer to choose to suit his condition. 

The range in the efficiency and capacity of different tillage 
and harvesting machines, together with the practices employed 
in producing wheat, is best emphasized when the subject is 
\^iewed historically. Available statistics show that it required 
32 hours of man labor and 13 hours of horse labor to produce 
10 bushels of wheat in 1829-1830. The farmer of that period 
used a crude plow, sowed his wheat by hand, harvested it with 
a sickle and threshed it with a flail. In 1920, farmers in Mis- 
souri and Nebraska, who cut their wheat with binders and 
threshed it from the shock, and did all of their field work with 
horses, used 9 hours of man labor and 22 hours of horse work 
in producing and marketing 10 bushels of wheat, while Oregon 
farmers, who grew wheat on summer fallow land every second 
year, harvested with 9-foot combined harvester-threshers, and 
did all their field work with horses, used only 3 hours of man 
labor and 1 5 hours of horse work. Under the most favorable 
conditions, many farmers, through the use of machines and 
methods that reduce the amount of labor to a minimum, have 
been able to make greater savings than these in the amount of 
labor they use in wheat production. 

While all of the reduction in the labor used in the production 
of wheat cannot be attributed to the use of machinery alone, 
it is certainly true that the efficiency of machinery, as meas- 
ured in terms of product per unit of human work, has been 
increased enormously during the past century by the improve- 
ment of existing types and the introduction of new types. 

Some of the machines which have so greatly increased the 
product per man in agricultural production are too expensive 
to be owned by the small farmer. The threshing machine, the 
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ensilage cutter, and the com sheller are typical examples. In- 
stead of increasing the size of the farm beyond the point of 
economy when other forms of equipment are concerned or 
reducing the machine to an inefficient size in order to make 
the machine fit the farm, the practical solution has been to 
have one farmer own a machine with whidi he does the work 
for a whole neighborhood. For six weeks in the fall the dairy 
farmer of southern Wisconsin works in cooperation with his 
neighbors threshing grain and filling silos. 

For some farms the self-binder is a burden because it is 
kept a year for two days’ work. Where there is but little 
machine work to do the economy of making one binder do the 
work on several farms is obvious. 

The tractor is the most expensive piece of farm machinery 
which the farmer has contemplated buying for his own use. 
It would'' appear that some plan whereby the plowing of a 
neighborhood might be done by one tractor would be more in 
keeping with good farm economy than to put a tractor on 
aach farm where it will stand in the shed most of the time. 
Furthermore, before buying an expensive machine, like a 
tractor, the farmer should consider very carefully the annual 
cost of its use including interest, depreciation, repairs, and 
supplies. This should be balanced over against the reduction 
of other costs and the increased income. The danger is that 
the farmer will underestimate the cost of using a tractor and 
overestimate the amount it will reduce other costs, such as 
horse labor costs and human labor costs. The fact that ma- 
chinery has done so much for the farmer in the past leaves him 
open to exploitation, and the danger is that the agricultural 
papers will join hands with the manufacturers in carrying on 
this exploitation. 

Equipment is very different from land with regard to the 
possibility of increasing the supply. The increase in the sup- 
ply of animal equipment is limited only by scarcity of land 
on which to produce herds. The supply of tools and ma- 
chinery may also be increased indefinitely, the limit being set 
only by the amount which the farmers can use with profit on 
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the available land area. In general, it may be said that iAe 
equipment may be expected to increase more rapidly than 
the land supply. 

The contrast between land and equipment is greatest, how- 
ever, when the qualities of the new increments of supply are 
considered. Whereas the new increments of supply of land 
are expected to be less and less useful as time passes, not only 
are the new increments of supply of equipment expected to 
be more useful than the old supply, but the old supply may be 
replaced by improved varieties. This is especially easy in the 
case of machinery where a new design unrelated to those for- 
merly in use may entirely replace the old. With live stock, 
limitations are set by the fact that the new is the progeny of 
the old and possesses essentially the same characteristics. The 
opportunity for quick improvement here comes from the mul- 
tiplying of the animals of superior quality and eliminating 
those of inferior quality. 

In general, the possibility of continuous improvement of the 
usefulness of farm equipment makes the outlook for the future 
optimistic in spite of the fact that the new additions to the 
farm land area may be less and less ttseful. 



CHAPTER X 


THE HUMAN BASIS OF AGRICULTURAL PRODUCTION 

While it is the purpose of agricultural production to satisfy 
human wants, and man is rightly considered the end in view 
in the production of all economic goods, it is also true that 
human brawn and human brain are so important in giving 
direction to the other factors that man may easily be counted 
the most important of the three factors of production. What- 
ever affects man as an agent in agricultural production seri- 
ously affe/'ts the results of this basic industry. 

There is essentially but one class of people engaged in agri- 
culture in the northern part of the United States, but in the 
South there are clearly defined lines of demarcation between 
managers and workmen. In the North the same man is usually 
a manager and a workman. Those who aie workmen and not 
managers are usually young men who expect to become farm- 
ers on their own account in the course of time. The difference 
in the South is due to the presence of the colored workmen who 
labor under the direction of white managers. In many foreign 
countries there is a classification of the agricultural popula- 
tion into landlords, farmers or managers, and laborers. This 
is notably true of England. While one man may represent all 
of these classes in the United States, there are functions cor- 
responding to the three classes. Especial attention will here 
be given to labor and management as functions of the human 
factor in agricultural production. 

In 1910 there were about twelve and one-half million per- 
sons engaged in agricultural pursuits in the United States. 
About half of these were classed as farmers, and the other 
half were classed as laborers. Five-sixths of the total were 
male and one-sixth female, but of the laborers, three-fourths 
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wer£ male and one-fourth female. Over three-fifths of the 
laborers are members of the farmers’ families, and less than 
two-fifths are ‘‘working out.” 

The human element in agriculture is, as a rule, organized 
into family groups. Where the natural family is too small for 
the farm, additional members are ♦aken into the family as 
wage earners. Where the families are too large for the farm, 
some of the members work for other families. While this is 
the rule, there are numerous exceptions. It is by no means 
uncommon to find a cottage on the farm where a married 
laborer lives and works for the farmer. 

The family organization lends much to the permanency, the 
physical and mental character, and to the means of control 
of labor in agriculture. 

The junctions of man in agriculture may be divided into 
management and labor. There is no clear-cut division between 
the managers and the laborers on most farms in the United 
States. The organization is usually more or less democratic. 
The fanner or manager participates in the labor of the farm, 
and the other workers usually feel free to make suggestions 
regarding the management. 

The managerial functions may be divided into two classes; 
First, the function of determining general policies. For ex- 
ample, the choice of a farm with respect to location and size, 
or the choice of types of farming with respect to crops to grow 
and live stock to keep, are questions which require careful 
deliberation. Second, the function of immediate supervision 
of the work. The projecting of the program of the day, and 
the meeting of emergencies as they arise require alertness of 
mind if the labor is to be directed with best results. Since 
every farmer must perform both of these functions, it is evi- 
dent that farming is a business requiring men of many 
qualities. 

Farmers vary greatly in their ability as managers and as 
workmen. This is a matter of common observation. J. E. T. 
Rogers^ says, “Just as one field may grow more com than 
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another field, without putting the farmer to any greater cost in 
cultivating it, — ^just as a shop in one street may be more suit- 
able for business than an equally good shop in another street, 
— ^just as one mine may yield more coal or iron than another 
mine, while the cost of working both is the same, and so on 
with a variety of other such naturally useful objects, — so one 
Jian may, with no greater cost of preparation than his neigh- 
bor, earn a great deal more than that neighbor. There is a 
superior fertility of certain fields, a greater profit to be got in 
certain places, richer veins in certain mines, and similarly 
there is a greater natural power in certain minds. Two lawyers 
may have the same education and be equally diligent, but one 
may earn hundreds where another only earns tens. Two 
physicians may have had the same advantages of study, and 
have equally striven to profit by their opportunities, and one 
may make. 3 fortune while the other can barely earn a living. 

“Now in the case of the field, the shop, and the mine, it is 
easy to measure the natural advantage which the more favored 
possess over the less. . . . It is not so easy, however to 
measure the advantage which superior abilities give some per- 
sons over others who work in the same calling; but they are 
none the less real and solid.” 

There are, likewise, differences in men’s bodies. These dif- 
ferences are easily recognized, but before giving further atten- 
tion to the significance of these differences, an attempt will 
be made to outline the qualities of men which are essential 
to success. 

Health attd strength are essential qualities of the farmer. 
There are tasks on the farm which require skill rather than 
muscle, yet when the workman on the farm is followed from 
task to task and from day to day there is a great deal of work 
found which requires plain muscular strength, tasks in the 
performance of which the strong man may move with ease, 
whereas the weakling will wrestle without results. Two weak- 
muscled men are often required to do the work of one strong 
man, and it often happens that a fine team of horses stands 
entirely too long, awaiting the loading of the wagon, simply 
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FANGCS and f>?EQUENCIE6 OF LABOR INCOMES. 



Figure 39.— The location of each dot in this chart indicates the labor 
income, i.e. the personal net earnings of one farmer. The wide range in 
earnings indicates a wide range in the ability of the 60 farmers, living 
near Verona, Wis., whose records are the basis of this chart. The 
farmers whose incomes are indicated by the shaded dots received food 
and shelter ranging in value up to about $500. The white dots represent 
the farmers who lost money as well as their time. 
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because adequate human brawn is lacking. The man with 
ill health, who is often unable to work, has little hope for 
success on the farm. The tasks of the farm must be done at 
the right time. The farmer cannot drop out for a day or 
a week and come back and pick up the work where he left 
off. There is no place for the weakling on the farm. 

SkUl in the variety of tasks of the farm is essential if one 
is to earn anything farming. The man without skill often 
earns less than nothing for the reason that he is associated 
with land and equipment which possess potential powers of 
production which may not be realized upon if not properly 
handled. For example, four horses and a gang plow cost 
about 50 cents an hour and should plow about half an acre 
per hour. If an unskilled plowman fails to plow more than 
one-third of an acre in an hour, the loss in the utilization of 
horse labpr is enough to hire a skilled plowman. In feeding 
a calf, the unskilled feeder endangers the life of the calf twice 
a day and often occasions losses much greater than the amounts 
required to hire a skilled calf feeder. 

No premium is usually paid for ordinary skiU in farming 
over what the unskilled worker gets in other lines, for the 
reason that farmers of ordinary skill are abundant, and there 
is no alternative use for such skill. More people are trained 
in agriculture than are needed for the farms. What is not 
scarce has no value, and yet the young man without farm 
rearing who undertakes farming has before him the problem 
of acquiring skill at a time in life when it is expensive to 
acquire. No time is lost when a small boy picks up one by 
one the ‘bricks of the trade” and the skill of hand needed on 
the farm, but if a grown p)erson has this skill to acquire he 
should not hope to secure very high wages while he is acquir- 
ing it. In fact, the farmer can scarcely afford to take a man 
without farm experience without charging him for the privi- 
lege of acquiring skill. It usually happens, however, that there 
are unskilled tasks about the farm at which the workman can 
earn something, although at the more important tasks he may 
be earning nothing or even losing money for. the farmer. 
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The workman should be capable a] making suggestions 
which may improve the quality of the work he is doing. In- 
genuity in improvising means of accomplishing the task as- 
signed him is usually desirable if not associated with a stub- 
born disposition which makes the workman unhappy if he 
cannot have the privilege of making changes in methods with- 
out the approval of the manager. It is a fine quality to be 
able to suggest changes without any insistence that they be 
introduced contrary to the judgment of the employer. 

The work habit is essential to a satisfactory workman. One 
who is industrious by habit enjoys his work and would rather 
work than be idle; putting forth his muscular energy is a joy 
to him. This is markedly in contrast to the lazy person for 
whom every action requires will-power to overcome the pain 
of exertion. It is the latter class who are always pulling back, 
setting a slow pace for the crew, and stirring up discontent. 
There is no place on a good farm for a man who does not en- 
joy work. 

A clear vision of what is to be done is essential to both the 
functions, management, and labor. Ability to arrange the 
work in such a manner as to get a maximum of result with a 
given outlay is essential to good management. A clear mental 
picture of the work to be done, and how it may best be done 
makes farm m^anagement an easy task. Without this vision a 
manager is a blind leader. 

Good judgment in deciding what to do at a given time and 
what to leave undone requires both knowledge of farming 
as well as experience in farming. Every workman must take 
a share of the responsibility for the successful operation of 
the farm; hence it is important that every man on the farm 
possess good judgment. Judgment is required in tightening 
a nut on a plow bolt, for if left loose it will come off, and if 
turned too tight it may break and delay the work. Judgment 
is required in feeding and in watering a horse, to say nothing 
of the judgment required in fitting a collar to a horse in such 
a manner as to keep the shoulders sound and in good working 
order. Then, again, judgment is required in setting and hold- 
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ing a plow or a cultivator, and in a thousand and one other 
things which arise in succession from day to day through the 
year. 

Knowledge is essential to good judgment. Knowledge of 
crops, live stock, and machinery is essential to intelligent man- 
agement. This knowledge should include the needs of the 
various crops and live stock, and the results which may nor- 
mally be exp>ected in terms of the physical productivity of 
each. This is not all that is needed, however. In order to 
decide intelligently on what to produce, it is necessary to 
know the prices which may be secured for each product of the 
farm and the price which must be paid for the use of land, 
labor, and equipment. The former knowledge comprises the 
physics, chemistry, and biology of farm management; the lat- 
ter is the center of the economics of farm management. It is 
only the q^ctive-minded man who continually looks for new 
information who will keep informed in all these branches of 
knowledge which form the basis of rational farm management. 

AbUUy to give and to receive directions and explanations 
relating to the work is very important. The tasks of the 
farm are spread over so much territory that each workman is 
largely self-directive in the carrying out of the work of the 
farm. The ability to hold conditions in mind in giving in- 
structions, and to hold instructions in mind when carrying out 
the work is very important to the success of the operation. 
A workman should require to be told but once the depth the 
ground is to be plowed in a given field for a given purpose, 
the course to take in harrowing the plowed field the first time 
after plowing, the policy of the manager with regard to deep 
and shallow cultivation of corn, the system of feeding the 
horses and each other variety of live stock, the approved 
method of milking cows, and many other details. A man who 
forgets what he is told and docs as he likes may prove an 
unsatisfactory workman, and certainly will unless he is very 
wise in directing his energies in the Interest of the proprietor. 

Self-control is one of the very important qualifications of the 
farm manager. He who cannot control himself will have little 
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success in controlling others. Self-control is also essential to 
rational decision on crops to grow and live stock to keep. The 
man who lets his likes and dislikes take precedence over facts 
and figures will certainly fall short of the possible results. 
One who follows his own taste, regardless of economic results, 
may temporarily get more personal satisfaction, but will make 
a less productive use of the land. From the national point of 
view, such an one is an undesirable kind of farmer in this one 
respect at least, and in the long run will be eliminated by com- 
petitive forces. The high-type farmer coolly acts in conformity 
with economic forces, regarding it as his duty to himself, his 
family, and his country to make the right use of the agencies 
of production and to deal honestly and fairly with all men. 
It is not always easy to be fair-minded in a transaction with 
a rascal, but even here the emotions should not lead a man to 
lose control of himself and let the spirit of revenge have 
supremacy over rational judgment. Self-control is essential 
to the mastery of economic forces. 

Ability to hold one's mind on one's work is essential to doing 
the work well. The good workman who enjoys his work has 
no trouble on this score, but the lazy time server usually allows 
his mind to wander and his tongue to clatter, which insure 
inefficiency of the employee and his associates, whereas the 
man with his mind on his work adjusts his operations to 
changed conditions when needed and is in a position to im- 
prove methods. There is no place on the farm for the former, 
but the latter makes farming a joy to himself and his asso- 
ciates. 

Ability to work to schedule is sometimes called the ‘^time 
sense.” Even among men with the work habit who enjoy 
their work, some know how to keep pace with time and turn 
off the work, while some do not. Men with the *‘time sense” 
will start the milking at the same time each day and finish the 
task without a variation of more than 2 or 3 per cent in 
the amount of time required. In plowing a field the man 
with the time sense turns off a day*s work each day. He 
knows how many furrows he must plow in order to accomplish 
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the amount he deems a day’s vrork. He knows how much he 
must do each hour, and as the railway engineer watches his 
schedule, so does the good workman sense the pace required 
to accomplish a day’s work. This is not so simple a task for 
the farmer as for the locomotive engineer, because varied work 
and temperature, the air movement, the dryness of the soil, 
and the character of the previous crops all affect the speed 
which is correct for a given day. The schedule must be figured 
for each combination of circumstances which presents itself. 
The farm workman who has the time sense and for this reason 
works to schedule will earn from $5 to $10 per month more 
for this reason. Much of the occasion for long hours on the 
farm can be removed by introducing system and snap into the 
work. 

Ability to control men is essential in the farmer who is an 
employer of help. This requires the ability to understand the 
temperament of men and to treat them in such a way as to 
bring out the action desired with good feeling on the part of 
every one. Fairness in the treatment of men is essential to 
this result. The manager who feels like criticizing the work- 
man for accomplishing so little should assume in his questions 
that an adequate cause prevented the man from accomplishing 
more. In case of uncertainty as to how much should be ac- 
complished, the manager should put his hand to the task. 
This will often make him well pleased with what others have 
accomplished. The manager who criticizes his workmen on 
the basis of things he has imagined to be true without making 
sure of the facts will lose the confidence, gocxl will, and respect 
of the men under him, without which control is impossible. 

Control is usually easier where workmen are young. Boys 
who have been used to parental guidance conform more readily 
to directions than older men who have been used to greater 
freedom of action. The fact that about half of the workers 
on farms in the United States, other than the farmers them- 
selves, are members of the family of the farmer, greatly facili- 
tates control of the workers on farms. This not only gives a 
paternal basis for control, but is supplemented by the worker’s 
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interest in the estate as one who may expect to share in the 
inheritance. This is one reason why the family farm is usually 
more successful than the farm operated by hired men. 

Ability to cooperate with neighbors is important, especially 
at threshing time and when the silos are to be filled. Good 
relations with one’s neighbors depends more upon little things 
than upon important matters. The cats, the dogs, the pigeons, 
or the pet rabbits are more likely to cause trouble than the 
horses or the cows. The laws ‘and customs regulating the 
farmer’s rights and privileges with regard to these larger ani- 
mals are well established, whereas in the case of these smaller 
animals property rights and restrictions on the freedom of 
these animals are not so well established. Generosity in these 
matters is essential to good relations with one’s neighbors. It 
pa}^ to humor one’s neighbors in all small matters. This done, 
the larger relations are likely to be easily adjusted. 

Faithfulness to the interests of the farm is a quality which 
makes the workman invaluable if he possesses the other neces- 
sary qualifications. This requires that the workman put the 
success of the farm, that is the doing of his work well and at 
the right time, above his own personal desire for comfort and 
entertainment. ’ Hired managers are sometimes valueless, and 
often worth much less than nothing. Unless the leader is 
faithful, little.can be expected of the other men. It sometimes 
happens that farmers do not take their own farm work seri- 
ously. Such farmers never command the respect of good 
workmen. 

Interest in onc^s work is essential to faithfulness, and makes 
it easy. The time killer, the slipshod workman, the man of 
uneven and uncertain pace, the man of irregular habits re- 
garding his eating, sleeping, and social activities, the man who 
likes to sit down but hates to get up; the man who continually 
uses intoxicating liquor; or the man without hard muscles and 
a clear mind has a difficult task before him even if he has a 
desire to do the square thing, and tries to be faithful to the 
interests of the farm. 

One should carry out faithfully the plan which has been 
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deUberatdy decided upon. For example, there may be differ- 
ences of opinion as to whether the com should be checked or 
drilled. The workman may desire to drill the corn, but the 
manager may decide, after considering all the arguments for 
^nd against drilling, to have the com checked, especially be- 
cause he fears the field cannot be kept clear of weeds unless 
it can be plowed both ways. Faithfulness demands that the 
workman forget the contention, and put forth all his skill and 
energy in checking the corn so that it can be cultivated in 
both directions with ease. Workmen have been known who, 
under these circumstances, deliberately ran the check wire too 
lose or too tight or allowed the wire to creep across the field 
by drawing more from one end than from the other, and in 
various ways botched the job so that the com could not easily 
be cultivated crosswise, and hence nothing was gained by 
checking instead of drilling. Such action is proof that the 
workman is incapable of faithful service, and hence unworthy 
of his position. 

Honesty is a prime requisite. The man who says he doesn’t 
know, or who avoids telling his employer something which he 
knows and which the employer has a right to know, is dis- 
honest. The man who breaks a tool and lays the parts together 
and assumes to know nothing about the accident is at heart a 
liar. There is no place on the farm for the liar, because he can 
never be trusted. The only safe and sane way is for the 
workman to report his mistakes and his accidents. A mistake 
reported may be adjusted and forgotten, but a hidden mistake 
grows into a larger difficulty, endangers mutual distmst, and 
ultimately the discharge of the employee. The only profitable 
way is for both parties to be honest where there is clearly 
something which ought to be said. Frankness may go too far, 
however. Too great freedom in saying what one thinks may 
lead to hasty and ill-advised statements. Only after careful 
consideration should criticisms be made, but when made they 
should always be presented directly to the one criticized and 
not to others. 

Courage is a quality which adds greatly to the effectiveness 
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of a man in any line of work. It is important, however, to dis- 
criminate between courage and conceit. Courage is defined by 
Webster as: *That quality of mind which enables one to 
encounter danger and difficulties with firmness, or without fear 
or fainting of heart.” One who is conceited, according to the 
same authority, entertains a “flattering opinion of one’s self.” 
Conceit greatly reduces the value of a man to the farm. The 
conceited man makes mistakes which are expensive and un- 
necessary. Conceit sometimes makes a man seem courageous 
who is really not courageous but foolhardy. True courage pre- 
supposes a correct estimate of one’s own ability, knowledge of 
the difficult task to be performed, good judgment in under- 
taking or refusing to undertake the work, and resoluteness in 
executing the task if undertaken. Courage greatly increases 
the usefulness of a man on a farm. 

Patience is another quality which adds to the value of the 
worker on a farm. A great variety of live stock must be 
trained to do what is wanted, and made to do the thing while 
yet untrained. The man who loses patience loses power. The 
man who keeps patient conserves his energies, and that of the 
animals with which he is working. The love for farm animals 
makes it easy to be patient in handling them. 

These physical, intellectual, and moral qualities are pos- 
sessed by fartpers in widely different degrees of perfection. 
These differences in the abilities of men account largely for 
the differences in the profits secured by different farmers and 
in the wages secured by different workmen, A satisfactory 
choice of workmen on the part of employers, or a wise choice 
of employer on the part of workmen requires ability to judge 
the qualities of men. 

It makes a difference which laborer is employed. Owing to 
the fact that men and equipment, as well as land, vary in their 
economic productivity, the total product will be influenced 
by the way in which the grades of the different factors are 
associated for productive activity. The way in which this 
combination should be made is the subject of a later chapter. 

The supply of the human factor. The human factor in pro- 
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duction is less under direct economic control with regard to 
the rate of increase of supply or the quality of the new incre- 
ments of supply than are farm equipments. Malthus^ theory 
of population emphasized that population tends to be as great 
as the productive energy of the country will permit. In the 
form in which Mallhus first stated the theory, the idea was 
emphasized that the pressure of population upon the food 
supply would ever be such as to cause a great deal of misery. 
He later recognized various checks on population other than 
poverty, and it is now recognized that the standard of living 
desired by a people will determine how much the population 
will increase as a result of a given increase in the production 
of economic goods. Furthermore, the Darwinian idea of evo- 
lution through the struggle for existence and the survival of 
the fittest when viewed in the light of our present knowledge 
of the variations in the economic productivity of men leads 
to the view that it is those who are less capable as producers 
who are in danger of not being able to make a living in normal 
times. This means that there is a process of natural selection 
going on which tends to eliminate the less efficient, and thus 
lift the average of human efficiency. The ultimate good re- 
sulting from this evolution should not lead to ignoring the 
suffering of these who arc on the lower margin. Society 
should care for them in a humane way which will not encour- 
age their reproduction. 

Whatever else may be true, the population of the United 
States has increased more rapidly than has the land basis of 
agriculture, and it is a matter of common belief thrt such 
an increase will continue, and that wwkers in agriculture will 
probably increase more rapidly than the land basis. 

It has been seen that the new increments of land will prob- 
ably be less and less desirable as more and more must be 
brought under cultivation to supply the needs of man. It has 
been noted that farm equipment may ever be replaced by 
that of better quality. The quality of the new increments of 
supply of farm workers may he improving ^rom generation to 
generation not because of control, as is true of farm equip- 
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ment, but because of the existence and improvement of our 
educational systems. It would seem at times that the ineffi- 
cient have large families and the efficient small families, and 
that this militates against progress in the average intelligence 
of the farming population. It is often said, also, that educa- 
tion is a stepping stone from the farm and tends to sort out 
the best and take them from the country. These are the pes- 
simistic points of view. The few data available tend to show 
that the educated farmers are more efficient than the unedu- 
cated farmers in competition with them. One who is optimistic 
by nature will believe in the possibility of and actual progress 
in the increased economic efficiency of people who do the farm 
work of this country. But if a person is by nature pessimistic, 
he may magnify the possibilities of decline in the qualities of 
men due to the fact that the whole population gradually gives 
place to the younger generation. The hope is in the educa- 
tional effort which teaches the younger generations what the 
older generations learned from experience and experiment, and 
thus makes the wisdom of the race cumulative. 

When the three factors of production are compared^ it wiU 
be noted that they are alike in that the individual units vary 
in economic productivity; they are unlike with respect to the 
rate at which they are increasing in quantity and with respect 
to the quality of the new increments of supply. If one as- 
sumes no change in men and equipment and a tendency to 
increased population not limited by present or higher stand- 
ards of living, it is logical to take a pessimistic view of the 
future of mankind; but if one believes that the improvements 
in the qualities of men and equipment will offset the declining 
productivity of the succeeding new increments of land, and if 
one believes in the power of education to advance the standard 
of living, it is easier to be hopeful. 



CHAPTER XI 


THE CHOICE AND THE COMBINATION OP THE 
GRADES OF THE FACTORS OF PRODUCTION 

It has been noted that all the factors of production have 
this common characteristic that they vary in their capacity 
and in their efficiency. Much has been heard in recent years 
about efficiency and the efficiency movement in the industries. 
About twenty years ago, at a time when some men occupying 
prominent positions in the field of economics were emphasizing 
the resei«b1:>iu es of the instruments of production, with a view 
to formulating simple and comprehensive principles, Professor 
Ely was saying to his students: ‘‘Give careful attention to the 
differences in the economic characteristics of the instruments of 
production. In these differences we may find some of the most 
significant conditions of our economic life.” The facts and 
theories which are presented in this chapter are the result of 
taking this advice. 

Capacity has been defined as power to receive, absorb, take 
into, or associate with. The word capacity has in recent years 
been popularly used to indicate the output of a mill or fac- 
tory. In this book the original, and still the dictionary, mean- 
ing of the word “capacity” will be adhered to. In this sense 
capacity refers to “input,” not to output. It has been recog- 
nized since the days of Ricardo that land varies with respect to 
the amount of labor and capital which can be invested per 
acre with optimum results, that is, land varies in capacity. 
Cows vary greatly in the amount of feed which they can con- 
sume with optimum results when fed with the same care and 
by the same man, hence cows vary in capacity. The same 
thing is found true of every specific class of instruments of 
production from milk pails to threshing machines. Variation 
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in capacity exists likewise in the human factor. There is a 
very wide range of differences in men with respect to the 
amounts of land, labor, and capital they can operate. High 
capacity is not always a desirable quality. For example, cer- 
tain land requires much more pow^r to plow and more work 
with the pulverizer and harrow to put it in condition for plant- 
ing seeds, yet does not produce extra large crops per acre. The 
labor of milking some cows is twice as great as that required 
in milking others, and they do not necessarily produce any more 
milk. Capacity, or the po\ver to absorb the other factors, 
implies nothing as to usefulness of a factor in cases of this 
kind unless taken in conjunction with efficienc}^ 

Eficicrtcy is defined as a ratio between the energy put in 
and the restdts secured. The efficiency of a factor of produc- 
tion is measured in terms of the value of the product per unit 
of the other factors (of given grades of efficiency) when as- 
sociated in the most profitable proportions. To illustrate, 
two pieces of land may yield widely different results per hour 
of man and horse labor expended upon them by the same man. 
Two cows may vary widely in the amount of butter fat they 
yield per pound of feed consumed when the two cows are fed 
by the same man upon the same feeds. 

The relation of capacity, efficiency, and productivity are 
easily understood. The productivity of a physical unit of an 
instrument of production, as an acre of land or a cow, is the 
resultant of capacity and efficiency. The product divided by 
the capacity equals the efficiency. In othei words, capacity 
reia'es to ‘‘input”; efficiency to “output” per unit of “in- 
put”; and productivity relates to the total product per acre 
of land, prr cow, or per man. The calculation of efficiency 
may be made in terms of ph>3ical i)roc]uct or in terms of the 
value of the product. In analyzing the productivity of cows 
and other movable instruments of production, physical produc- 
tivity is often the better basis of comparison because of differ- 
ences in values at different locatic-^^. In the case of immovable 
instruments of production the value oi the product is the more 
satisfactory basis of comparison. 
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To illustrate the sense in which the term capacity is here 
used, assume that a given farmer, with a given outfit of horses, 
tools, and other equipment, can operate 80 acres of “A” grade 
land or 100 acres of “B” grade land, farming either piece to 
the proper degree of intensity of culture. This implies that 
‘‘A” grade land has greater capacity for absorbing labor and 
equipment than “B” grade land. Each acre of the “A” grade 
land requires per cent of the labor and equipment in ques- 
tion while each acre of “B” land absorbs only i per cent, which 
means that the capacity of “A” grade land is one-fourth or 
25 per cent greater than that of “B” grade land. 

To illustrate the idea of efficiency, assume that a given 
farmer with a given outlay for labor and equipment can secure 
a product worth $1800 on “A” grade land and a product worth 
$1600 on “B” grade land. Under these conditions the ‘*A” 
grade land ^vould be said to have a higher degree of efficiency 
than the ^'B’' grade land. The difference in efficiency would 
be measured in terms of the difference in the product per unit 
of outlay. One hundred per cent of outlay yields $1800 in 
one case and $1600 in the other; $1800 is per cent 

greater than $1600, hence ‘‘A” grade land may be said to be 
i2j>2 per cent more efficient than “B” grade land. For further 
illustration see the problems at the end of this chapter. 

One should not be confused by the fact that a given factor 
may have high capacity or efficiency in terms of one other 
factor and low capacity or efficiency in terms of another. For 
example, a gang plow may have high capacity in terms of 
horses and low capacity in terms of men. The same plow 
may have high efficiency in terms of men and low efficiency in 
terms of horses. Neither should one be confused by the fact 
that land with high capacity may have low efficiency and vice 
versa, e.g. heavy clay land may require much more labor per 
acre than a silt loam and for this reason, though the crops be 
larger, the product per unit of labor, /.e. the efficiency, may 
be smaller. 

Variation in the economic efficiency of land was emphasized 
by Ricardo; variation in the efficiency of managers was elabo- 
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rated by Walker. Clark called attention to the variation in 
the usefulness of all the factors, but failed to recognize the 
distinction between differences in capacity and differences in 
efficiency, apparently assuming no differences except differ- 
ences in capacity. Capacity and efficiency, under given condi- 
tions, are concepts as different as length and breadth. For 
example, if the capacity of a cow is measured in terms of the 
land, labor, feed, and other equipment properly associated 
with her, and if her efficiency is measured in terms of the 
value of her product per dollar of expense for the other fac- 
tors, it becomes obvious that w^hile two other cows of half the 
capacity and the same efficiency might be equally useful, 
because the product per unit of outlay would be the same, two 
other cows with the same capacity each as the one in question 
but possessing only half the efficiency could not be substituted 
for her without loss, for they would cost twice as much to keep 
and would yield only the same total product or only one-half 
as much per unit of expenditure. 

A few facts may help to make clear the ideas in mind. In 
recent years a great deal of first-hand study has been made of 
the conditions of productivity in agriculture. The census 
method and the accounting method have been largely used in 
this work. In Table XII are found the results of a careful 
census of the farmers centering about Dallas, Barron County, 
Wisconsin. There were fifty-one farmers in the community. 
The returns which these farmers secured per dollar of annual 
outlay varied from 77 cents to $3.05. In this calculation the 
annual outlay included all operating expenses, including depre- 
ciation and interest. A glance at the second column of figures 
in Table XII shows a variation from $1734 to $293 in the an- 
nual outlay with which these farmers associated themselves. 
The former are termed variations in efficiency; the latter are 
designated differences in capacity. (Though the writer would 
recognize that perfect adjustments may not exist with regard 
to the amount of land, labor, and equipment associated with 
some of the men, yet these men are probably striving for the 
optimum,) The variations in total product per man range 
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TABLE xn 

VARiAnoNs m EmoEKCY and CAPAcnv 
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from $3644 to $686. The farmers, as the residual claimants, 
received payments for their efforts varying from $1961 to 
minus $338. It will be noted that, so far as the figures in 
this table go, there is no definite relation between a man’s 
capacity as measured by his outlay and his efficiency as meas- 
ured by product per unit of outlay. A man with high effi- 
ciency may have low capacity and the man with high capac- 
ity may have any degree of efficiency. These facts are brought 
forward to illustrate the well-known fact of variations in the 
ability of men and to note that at least two measuring sticks 
are needed if we hope accurately to measure man’s ability. 

Table XIII illustrates some of the differences which exist in 
one class of instruments of production, namely, cows. This 
table shows the best ten and the worst ten of 398 cows entered 
in the Wisconsin Dairy Cow Competition during the two 
years 1909-1911, each cow being in the contest one year. It 
will be noted that the difference in value of product per dol- 
lar’s worth of feed consumed by the best ten cows varied 
from $2.71 to $2.19 and that the range for the least efficient 
ten cows was from $1.25 to 92 cents. The total range was 
from $2.71 to 92 cents, the average result of the best ten was 
$2.38, and that of the least efficient ten was $^.ii. In Table 
XIII a common or standard price level was used in calculating 
the cost of th^ feed and the value of the product. It remains, 
however, to be explained that these cows were not all under 
the same management. The differences in product per unit of 
feed are due, therefore, to differences in the efficiency of men 
as well as to differences in the efficiency of cows. The cows 
in one herd in the same barn, receiving the same feed, care, 
and management, must be compared if cow efficiencies are to 
be isolated. 

The fact of differences in efficiency and capacity granted^ 
are they significant from the standpoint of production? From 
the point of view of the effective management of farms the 
significance of this analysis of the grades of the factors of 
production lies in its relation to the problem of right choice of 
the instruments of production which are to be combined under 
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TABLE Xin 

EmciENcy’, Capacity, and Productivity of the Best Ten and the 
Poorest Ten of the 398 Cows in the Wisconsin Dairy Cow 
Competition, 1909-1911 

(Feed and Product Values Standardized) 
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a given management. If difference in market valuations cor- 
responded to each man’s estimate of the variations in the use* 
fulness of these instruments, the problem of choice would be 
solved, but this is not true. The individual valuations of given 
instruments of production have a wide range above and below 
the market valuations. 

It is this discrepancy between individual and market valua- 
tions, which makes it incorrect to take the position that one 
dollar’s worth of agricultural land, labor, or equipment is as 
useful to the farmer as any other dollar’s worth, or that market 
prices eliminate the necessity of careful selection of the grades 
of the factors of production. It is, therefore, necessary for 
each farmer to use great care in the choice of the productive 
agents with which he associates himself. 

An hypothesis which has been made and which bids fair to 
prove a practical guide is that the factors which possess high 
efficiency should usually be associated together. The high 
efficiency land should be occupied by the high efficiency farmer 
operating high efficiency equipment. For example, suppose 
the superior efficiency of “A” grade land over ‘‘B” grade is 
due to its location near the market, so that while the physical 
product per unit of the other factors (of given, efficiency) is 
the same as on “B” land, the value of the product is twice as 
great on “A” as on ‘‘B” grade land. Assume also that farm- 
ers “I” and “II” vary also in their efficiency, which shows 
itself in the fact that the physical product which “I” can 
grow on a given grade of land is twice as great as that which 
“H” can grow. Under these conditions each farmer can secure 
twice as much product, in value, from the “A” grade land, 
as from the “B” grade land, but the extra product is twice 
as great for “I” as for “II.” Each man can afford to pay 
more for “A” grade land, but the one with the hi^er effi- 
ciency can clearly afford to pay more than his less efficient 
competitor, and hence competition will tend to give the best 
locations to the most efficient users. 

It is a matter of common observation that the best farm 
land is usually occupied by intelligent and thrifty farmers. 
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whereas the less desirable land is usually occupied by men 
not so well endowed by nature to put the land to its highest 
use, and hence who are not capable of competing for the more 
productive grades of land. The writer’s attention was called 
to this fact, with regard to the distribution of the population 
over the different grades of land, some years ago, both by 
Professor Turner and by Professor Van Hise of the University 
of Wisconsin; but it was later, in a study of the influence of 
variations in the efficiency of farmers upon the amount of rent 
that would be paid for the use of farm land under competitive 
conditions, that the economic principle which explains this fact 
was discovered. 

Variations in efficiency of two pieces of land may be due 
solely to differences in the atnount of physical product per unit 
of labor and equipment put upon them. In this case is it im- 
portant thnt the more efficient farmer operate the more effi- 
cient land? The reply is, he should occupy that which is to 
him the more efficient land, recognizing the fact that all men 
will not grade land the same for a given purpose and that 
gradations vary greatly for different purposes. Assume 
our two pieces of land to be corn land and that one piece has 
more fertile soil, greater warmth, better drainage, etc., so that 
each stalk of corn grows more vigorously and yields a larger 
ear of corn and more fodder. Then call to mind the character 
of the differences which may exist in the men. The more effi- 
cient man uses better judgment regarding the time to plow 
the land so that the soil is kept in good tilth; he harrows at 
the proper time, driving in the right direction to sr^ooth and 
crumble the land, thus reducing the holes and the clods to a 
minimum; he uses judgment in selecting the seed corn, which 
makes sure that each grain is vigorous and of the right variety 
for the particular soil; he plants the right amount of seed at 
the proper depth; he cultivates at the right time; he maintains 
the stand of corn, that is, does not cover or otherwise destroy 
the stalks of corn; he eliminates the weeds; he maintains the 
soil mulch to hold the moisture when needed; and he avoids 
destroying the corn roots when cultivating large corn. For all 
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these reasons he has more corn plants growing, and each plant 
yields more product. 

Is it not obvious that this extra product due to more plants 
and better plants, better tilled, will be greater on the more effi- 
cient than on the less efficient land? To simplify the concepts 
confine the discussion to the influence of the stand of corn. 
The more efficient farmer has 95 per cent stand while the less 
efficient farmer has an 80 per cent stand of corn. That is, 
where there is room for 100 stalks of corn the one will grow 
95 while the other will grow 80. Is it a matter of some im[ 3 or- 
tance that these extra 15 stalks be on the more efficient land, 
which means 15 large ears instead of 15 small ears of corn? 
From the standpoint of the competing farmers there is clearly 
an incentive for the more efficient farmer to seek the more 
efficient land and to outbid his less efficient competitor for 
this land. 

The same principle applies to the choice of cows, horses, and 
hogs as to the choice of land. A good cow has been said to 
produce 1 5 per cent less milk under inefficient care than under 
efficient care, where other factors arc the same. Fifteen per 
cent of the product of efficient cows would be a greater loss 
than the same percentage loss on a low efficiency cow. Fur- 
thermore, in the handling of a herd of high efficiency the effi- 
ciency of the animals will fall from decade to decade under 
low efficiency management and improve under high efficiency 
management, so that regardles.s of first choice the efficiency of 
the cow tends to correspond to that of her keeper. 

It will readily be recognized that gradation of land and 
equipment, as well as men, is very different for different 
purposes. To avoid confusion on this point it is best to recog- 
nize the presence of gardeners, dairymen, grain farmers, beef 
men, hog men, sheep men, cotton farmers, tobacco farmers, 
and various combinations of these such as are found in the 
various types of farming in the United States to-day. Each 
farmer falls into some class with respect to type of farming. 
He has only to consider grades of land and equipment which 
competition among types of farming has left to his type and 
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then choose on the basis of gradation in this class in terms of 
his ability. 

The practical man who recognized this principle of choice 
may properly suggest that its application is not easy for the 
reason that it involves knowledge of one's own relative effi- 
ciency as well as that of land and each of the kinds of equip- 
ment. The truth is, it takes time for a farmer to find his place 
in the system. If he ranks himself too high, losses will bring 
him down, for he cannot compete successfully with his com- 
petitors. If he rates himself too low, he makes some profit 
but not so much as if he had the use of more efficient land and 
equipment. The practical method is to be modest in rating 
one’s self and gradually adjust equipment to ability by taking 
every opportunity to secure more efficient cows, horses, or ma- 
chines when profits are clearly increased by the change. The 
adjustm^^**' land qualities cannot so easily be made a grad- 
ual process. It is often necessary to change farms. During 
the period of tenancy is the time to work this point out so 
that when land is purchased it will be of the right quality. 

Does it make any difference which grades of capacity are 
chosen by the farm manager? Only in the same sense that 
the mason finds use for stones of different sizes in building a 
wall, each occupying space according to its size, where there 
are spaces of varying dimensions to be filled. If land is of 
low cai)acity more can be used. If horses and cows are of low 
capacity but of the desired efficiency, more can be kept. The 
workman of low capacity may prove the right choice if only a 
small increase in help is needed. The city man whe wants to 
produce milk for his family may find a cow of small capacity 
more profitable than one of high capacity because she supplies 
his needs and he has no profitable means of disposing of the 
surplus. The man who has small demand for horse labor may 
find the small capacity horse most profitable, while the man 
with much horse labor to perform might find such a horse 
unprofitable. Thus variation in capacity helps to adjust the 
proportions of the factors, especially w^ere the scale of the 
business is small. 
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In the choice of workmen it often happens that a man has 
high capacity for some purposes and low for others. For 
example, a boy may cultivate com, cut hay, or drive a tedder 
or rake, showing the same capacity as a man who has much 
greater capacity than the boy in pitching hay in the field or 
handling the hay in the mow. By taking advantage of these 
differences and using each man where he shows the greatest 
caf>acity, profits may be increased. 

Th«*re are various conditions which retard the movement 
toward the most economical combination of the factors of 
production. Ignorance of better opportunities and desire to 
stay where one*s folks live are common hindrances to adjust- 
ment. Inherited wealth often enables an inefficient man to 
hold a highly efficient piece of land for a lifetime without being 
crowded out, whereas the same man would have found his level 
in a few years without the aid of his inheritance. 

How does the right combination of efficiency grades affect 
total productivity? Total productivity of society is greatly 
increased by the combination of the factors which throws the 
most efficient factors together. The productivity of the in- 
efficient is minimized, it is true, but the productivity of the 
most efficient is at the maximum, and the total product, it is 
believed, is greater than any other combination would yield. 
True social ecoTiomy calls for this combination, and it is these 
facts of variation in efficiency which give hope that competi- 
tion may gradually lift the average of efficiency by the elim- 
ination of the marginal and the multiplicatioti of the better 
and the best. So long as this process is in operation poor- 
houses will be needed, but is it not cheaper to provide for 
the inefficient in this way than to have them apply their 
inefficiency with land and equipment which have high poten- 
tial productivity? 

Variations in efficiency and capacity have an important rela- 
tion to the problems of the distribution of wealth, with espe- 
cial reference to the ownership of land. It is the wide range 
in the efficiency and the capacity of farmers that makes pos- 
sible the saving of the funds essential to the climbing of the 
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agricultural ladder. Assuming the acceptance of the theory 
of the relation of prices of agricultural products and marginal 
costs, it follows that every man possessing efficiency superior 
to that of the marginal farmer may save from the surplus and 
rise to a higher rung on the agricultural ladder. It would seem 
also that the man of high capacity may save more than his 
competitor of equal efficiency who possesses lower capacity 
on the assumption that the man of high capacity has the same 
standard of living as his competitors. 

It is not so much the purpose here to show how these factors 
have worked themselves out as it is to show the individual 
farmer how better to adjust himself to his complex environ- 
ment, and to call the attention of the agricultural statesman to 
this fact of variations which are too often overlooked because 
it is easier to deal with the average, which is often a dangerous 
basis for<‘prnrtical legislation. From a political point of view 
this fact of variation gives basis for aid in education and for 
poor relief. 

In choosing a farm the grade of land selected shoidd cor- 
respond to the degree of efficiency of the farmer. A highly 
efficient farmer can make some profit on any grade of land. 
On the most efficient land the chances for profits are greatest 
for the most efficient man, but the chances for losses are also 
greatest if one prove to be less efficient than his competitors. 
The safe thing for a young man to do is to rent land on shares 
and take the best land he can get. If he handles land well, he 
will be sought by the men wrho have the best farms. This 
will more or less automatically put the tenant farmer on the 
land corresponding to his ability. When he is ready to buy a 
farm, his experience as a tenant will give the basis for judging 
whether he should buy the choicest land and pay the price, 
which will necessarily be high, or take land of second or third 
class for which the competition is not so keen and for which 
an appreciably lower price will be asked. 

Having decided to be a farmer, the young man should next 
decide upon the kind of farming he is tc follow. This should 
be settled only after considering carefully his personal abilities, 
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his likes and dislikes, and the results which he can hope to 
secure in the various kinds of farming. 

Having settled upon the kind of farming to be followed, one 
should select land which competitive forces have set aside for 
this kind of farming. To insist on dairying in a hog and beef 
cattle district, or to insist on being a grain farmer in a region 
especially suited for and actually being used as a dairy district 
is to invite failure at the first move. The type of farming 
must be suited to the physical and the economic environment. 

The character of the soil is an important consideration both 
from the standpoint of total product per acre and the cost per 
acre to operate. It is too common for farmers who are seeking 
land to judge the land entirely by the product per acre without 
looking into the cost per acre involved in growing the crop. It 
costs very much more to prepare a seed bed in one kind of soil 
than in another. In other words, the power of the land to 
absorb labor is very important, for the greater the input per 
acre the fewer the acres a man can operate and, the profit per 
acre being the same, the smaller will be his total profits. The 
starting point, in determining which land to buy, is to calculate 
as best one can the total net return which can be secured from 
the different farms which are available and then buy the one 
which will leave the largest amount as net profit after deduct- 
ing interest on the price of the farm, taxes, repairs, and depre- 
ciation. 

The proportion of the time the land is in condition to be 
worked is of importance in choosing a farm. This is especially 
important on a grain farm where the field labor is the only 
form of directly productive labor. It is less important on a 
dairy farm, yet is not to be ignored. The variations in the 
amount of time the land is in condition to be worked may be 
due to differences in the amounts of rainfall or to differences in 
the character of the soil. Where there is considerable rainfall, 
sandy soil can be worked many more days per month than 
the silt loams, and either of these soils will be dry enough to 
work more days per month than the heavy clay soils. While 
this is important in determining the acres of corn or oats one 
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man can care for, having the land dry very quickly has its 
drawbacks. The heavy lands may be far superior for grazing 
and may yield crops enough larger to compensate for the loss 
of time due to wet land. An ideal arrangement would be to 
have more than one kind of land in the same farm. In the 
absence of this it is very important for the farmer on heavy 
land to have productive labor to do when he cannot work in 
the field. 

Location with respect to the market is important, but is in- 
volved in the question of the efficiency of the land. The 
farmer who can prcxluce the most product on a given piece 
of land gains the most by being located near the market, 
whereas the farmer with low efficiency would gain least by 
being near the market, for tw'o reasons: he would have less to 
haul to the market, and his time is worth less for other work 
than haulw his products. 

Sanitary conditions should be given careful consideration. 
A farm may be w'orth less than nothing if its occupier is in 
danger of losing his health or that of the members of his fam- 
ily living on the farm. The seriousness of conditions of this 
kind depends upon the ease with which the sanitary condi- 
tions can be improved. 

The character of the neighbors is worthy of close inspection 
before buying a farm. The farmer cannot go it alone. He 
has to do with his neighbors continually in one way or another. 
The character of the people of a neighborhood will have much 
to do with the condition of the roads, the absence or presence 
of noxious weeds, the cost of threshing, silo filling, and other 
farm work which is done cooperatively. The moral standards 
of the community as evidenced by the prevalence of drunk- 
enness, illegitimate children, and other evils on the negative 
side,. and in terms of g(X)d schools, effective churches, and a 
clean social life on the i>ositive side, should be looked into with 
great care. The moral standards of a community stamp them * 
selves upon the younger generation. The older folks not in 
sympathy with the standards of the community may have an 
^opportunity for doing some valuable missionary work, but 
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unless they use rare tact they may find themselves cut loose 
from the life of the community as a result of their efforts. 

It should never be forgotten by the farmer who is trying 
to buy a farm that he is buying a home as well as a place to 
work. His life and that of his family may be influenced more 
by the character of the farm and the community as a place to 
live than by the farm as a place to make money. The richness 
of farm life consists largely in things which money cannot buy. 

PROBLEMS 

1. If one man with a given outfit of horses, tools, and other equip- 
ment can operate 8o acres of “N’* grade land with the same outfit as 
he can operate lOo acres of “M” grade land, which land has the 
greater economic capacity per acre and how much greater? (It is 
assumed in all questions that the factors are combined in the most 
profitable proportions.) 

2. If ten men of “E*' grade of economic capacity arc required to 
operate a given farm, while only seven men of “G” grade economic 
capacity would be required, which men have the greater capacity per 
man? How much greater? 

3. If from a given outlay for labor and equipment a given farmer 
can secure a product worth S80 on “D’’ land and a product worth 
$70 on “C" land, which grade of land has the greater economic 
efficiency? How much greater than the other? 

4. With given land and given equipment, farmer “A” produced $80 
worth of product; while farmer “B” could produce $110 worth of 
product ; which farmer has the greater economic efficiency ? How 
much greater? 

5. If a given amount of labor and equipment may be employed 
profitably upon 100 acres of “N” land, or upon 120 acres of “M” land, 
with a product of iiti20o on the land or a product of $1400 on 
the “M” land, which land has the greater capacity? How much 
greater? Which has the greater efficiency? How much greater? 

6. If on the same farm cow No. 8 is kept and milked at an annual 
cost of $45, while cow No. g is kept and milked at a cost of $60, and 
cow No. 8 yields a product worth $54, while cow No. q yields a prod- 
uct worth $72, which cow has the greater capacity? Which the 
greater efficiency? How much greater? 

7. Plow requires 2 horses and one man and will plow 2 acres a 
day. Plow requires four horses and one man and will plow syi 
acres a day. Compare the capacity and the efficiency of these plows 
in terms of men and of horses. 
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8. Workman “A” can pitch grain for 3 wagons in threshing, while 
workman “B” can keep but two wagons going, and each of “AV* 
throe wagons hauls 30 per cent more grain in a day; but in harvesting 
grain, “B” was able to drive five horses to an eight-foot binder, while 
“A” was unable to drive more than a three-horse team to a six-foot cut 
binder, and while “B” cut 15 acres of grain “A*’ cut only 10 acres per 
day. Explain where each has the greater capacity and where each has 
the greater efficiency. 



CHAPTER XII 


THE PROPORTIONS OF THE FACTORS OF 
PRODUCTION 

The law of variable proportions. In the production of a 
given crop, like corn, all the factors of production, land, labor, 
and equipment, are brought into play; but there is no definite 
proportion in which they must of necessity be combined in 
order to bring the corn crop into existence. The quantity of 
corn produced on a given area of land will be greatly influ- 
enced, however, by the amount of labor and equipment asso- 
ciated with the land. 

The law of increasing and diminishing returns operates when 
increasing amounts of labor and equipment are associated with 
or applied to a given area of land. A small amount of labor 
and equipment per acre may yield 20 bushels of corn to the 
acre, double the amount may produce 45 bushels per acre, 
whereas three times the amount may produce only 58 bushels 
per acre. In the first instance the law operates to give increas- 
’ ing returns, in the second, diminishing returns. 

At any given time and place there is a certain proportion 
in which the factors combine most profitably. If less or more 
than a certain amount of labor and equipment be associated 
with a given area, the profits will be less than they should be. 
The proportion which is right for one farm at a given time may 
be wrong for another. This may be due to differences in the 
physical and biological character of the land or to differences 
in location with respect to the market. Also it is true that 
the adjustment of proportions which yield maximum profits 
on a given farm at one time may be wrong at another time on 
the same farm. This will result when there is a change in the 

150 



PROPORTIONS OF FACTORS OF PRODUCTION 151 

relative costs of the factors of production, or in the price of 
the product. 

Changes in the relative abundance of the factors of produc- 
tion, resulting in changes in their relative cost to the producer, 
arise out of differences in the rates of increase of the supply 
of land, labor, and equipment. If the land supply increases 
less rapidly than labor and equipment, land will become rela- 
tively more valuable and should be used more sparingly. As 
a matter of fact, there was a period in the past century when 
the area in farms was increasing more rapidly than the number 
of farmers. This was due to the settlement of the prairies 
aided by railway transportation. During this period the tend' 
ency was to use more land per man and the great scarcity of 
men in the presence of such large supplies of good land stimu- 
lated the invention of machinery of every sort to enable man to 
associate ^imself with more land. In recent years the supply 
of land "is increasing less rapidly and there is every reason for 
believing that in the future the more rapidly increasing sup- 
plies of men and equipment in agriculture will demand that 
land be cultivated more and more intensively. This implies 
that the farmers will need to be alert on the question of in- 
tensity of culture. 

While the question of right proportions, of which intensity 
of culture is one phase, involves all the factors equally, it has 
been common to center the discussion about the utilization of 
land. This has grown out of the feeling that land is usually 
the more slowly increasing factor, and must be used more 
intensively as the years go by. Hence, intensity of culture 
becomes the central problem in the study of the proportions of 
the factors, though the proportion between men and equipment 
is also important and has been changing rapidly in the past 
century. 

Table XIV compares the increase in the acreage of improved 
farm land w’ith the increase in the number of persons engaged 
in agriculture and the value of farm implements and machinery 
from 1870 to 1910. According to this table the land increased 
more rapidly than the workers up to the close of the 19th 
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centuiy, but the workers increased more rapidly than the land 
from 1900 to 1910. With the exception of one decade, ma- 
chinery increased more rapidly than land, and in every in- 
stance more rapidly than land workers. 

TABLE XIV 

The Rate of Increase in Worked Land and Land Workers 


Year 
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Persons Engaged in 
Agriculture 

Value ok Impi ements 
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Intensity of land utilization may be viewed from various 
standpoints, as follows: 

1. A given crop in a given year projected in advance with 
a view to a general estimate as to the right proportion between 
land area and working force. 

2. A given crop at a given stage in the progress of its pro- 
duction with a view to maximum economy in the utilization 
of the operating force on a given day when there are various 
demands for the operating forces. 

3. A given farm organization as a whole at a given time. 
The amount of farming of various kinds which can be done on a 
given area with optimum results with the understanding that 
the operating capital and the labor supply may be adjusted in- 
definitely with a view to securing maximum economy of organi- 
zation for the farm as a whole. 

4. The entire agriculture of a country in a given year. 

The first, third, and fourth points of view may be studied 
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historically and geographically as well as at a given time and 
place. 

All these problems may be studied from the individual and 
from the social point of view. 

Standpoint /. Most of the discussion of this subject has been 
from standpoint i. In the discussion of this problem, land, 
labor, and capital equipment are assumed to be at the disposal 
of a manager (a farmer), who is attempting to use men and 
equipment upon land in the proportions which will yield 
maximum profits for himself as the responsible party who 
stands the losses or secures the profits. The problem of how 
much land, labor, and equipment he should operate is another 
question of proportions which will be considered in the chapter 
on the size of farms. For the present we will consider only the 
problem of making an estimate in advance of the right propor- 
tion between land area and working force in the production of 
a given crop. 

To illustrate the economic principles underlying the proper 
degree of Intensity of culture on a given farm in the production 
of a given crop, let us first suppose that the farmer can get as 
much land of a given grade as he may want to use, without 
paying anything for its use. Under such circumstances, how 
many composite units made up of laborers and capital-goods 
should be associated with an acre of land? For the purpose of 
this illustration let us assume a small composite unit, the use 
of which costs the farmer one dollar. It is obvious that in the 
production of corn, for example, the application of one of these 
units, per acre of land, would ordinarily produce very little, 
if any, corn at all. It is possible that the expenditure of two 
units would produce a small crop; but then the third unit would 
increase the product more than the second, the fourth more 
than the third, and so on until a point of constant returns 
has been reached, after which the succeeding units may be said 
to continue for a time to add less and less to the total product, 
until a point may be reached where further applications would 
add nothing to the total product. Thus in agricultural produc- 
tion the returns to succeeding composite units made up of la- 
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borers and equipment may be said to follow the law of increase 
ing returns until a point of constant returns has been reached, 
after which the law of diminishing returns per succeeding unit 
commences to operate. 

This may be illustrated by means of a diagram. In Fig. 40 
the composite units of labor and capital-goods applied to a given 
acre of land are measured on the line AB, commencing at A, 
The line AVB represents the increasing and diminishing re- 
turns per succeeding unit. Having in mind land with a given 
degree of productivity, the distance between the lines AB and 
AVB will depend upon the degree of efficiency possessed by 
the farmer, and also upon the character of the laborers and 
capital-goods which he employs. For this reason it will be 



necessary to keep in mind a given farmer employing a given 
grade of laborers and capital-goods, as well as a given piece of 
land. With these conditions in mind we may speak of the area 
AC^C (Fig. 40) as representing the product which would result 
if but one unit were employed per acre, and of the area CCD'D 
as representing the increase in the product due to the addi- 
tion of the second unit and so on for the succeeding units. As 
illustrated in Fig. 40, the product of each succeeding unit is 
greater than the one preceding it until six units have been ex- 
pended, after which each succeeding unit may be said to yield 
a smaller product than the one immediately preceding it. 

It may be true that the law operates to give stationary 
returns per succeeding unit during the application of a few 
units, after the final point of increasing return has been reached 
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and before the starting point of diminishing returns per suc- 
ceeding unit has been reached. It may be true also, that the 
line Ar in Fig. 40, should rise rapidly with the application of 
one particular unit, say the fourth, and then remain stationary 
or even fall with the application of the fifth, and then rise very 
rapidly again with the application of the sixth. The introduc- 
tion of drainage or the use of commercial fertilizers might bring 
such a result. Recent studies, both here and abroad, give 
promise of yielding quantitative measurement of diminishing 
returns in different lines of production, both under experi- 
mental and farm conditions. 

With this illustration before us (Fig. 40) suppose a farmer 
has one thousand of these composite units, made up of la- 
borers and capital goods, to use in the production of a given 
crop. In other words, suppose that this farmer has decided 
to run a three-man farm for a given year and that he has de- 
cided upon corn as the principal crop to be grown. Assuming 
that all the work on the corn is to be done by the three regu- 
lar workers, the time which they will be able to give to pre- 
paring the land, planting, cultivating and harvesting the corn 
depends upon the season. To simplify the problem it is as- 
sumed that so far as one can plan in advance one thousand 
composite units of labor and capital goods are to be available 
for corn production. 

With free land at his disposal, how many acres of corn will 
the farmer grow and how many units of labor and capita] 
goods will he employ upon each acre? Will he apply five 
units per acre and use two hundred acres of land? No, his 
expenditures will produce a greater total product when he em- 
ploys six units per acre and confines himself to one hundred 
and sixty-six and two-thirds acres. But will this make the 
labor and capital-goods most productive? On first thought 
one might answer yes, because the seventh unit adds less to 
the product than the sixth; but upon looking more closely into 
the matter, it is apparent that there is no good reason for 
ceasing to apply more units simply because the point of dimin- 
ishing returns per succeeding unit has been reached. The sev- 
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enth unit may add less to the total product than the sixths and 
yet add more than any of the first four units, and the average 
product per unit may be greater when seven units have been 
applied than when only six have been expended. Hence the 
total product of the' thousand units may be greater when seven 
units have been applied to each acre and only one hundred and 
forty-three acres of land employed. But at what point should 
the farmer cease to increase his applications per acre of land? 
It is obvious that there is a limit, that, for example, a thousand 
units expended upon one acre of land in the production of 
Indian corn would yield a smaller return per unit than when 
more land is used and the number of units applied to each acre 
is more limited. But what is the limit? It is true that in 
the case before us the sixth unit increases the total product 
more than any unit before or after it, but all units cannot be 
sixth units. The first, the second, and the third are indis- 
pensable; and, in case a farmer can manage a fixed number 
of these composite units, made up of capital-goods and la- 
borers, when employed in the production of a given crop with- 
out reference to the area on which they are employed, the high- 
est average return per unit is the thing which he should seek, 
for with a fixed cost per composite unit this will enable him 
to secure the largest net profit per composite unit, consistent 
with the prope/ intensity of management, and hence will en- 
able him to secure the maximum total net profit for his exer- 
tion. 

In the illustration (Fig. 40) the average product per unit, 
curve AP, is represented as increasing rapidly until the sixth 
unit has been applied and then less rapidly until a point is 
reached where the return per increment is just equal to the 
average. At this point the average return per unit reaches the 
maximum, and the application of another increment would 
reduce the average product per unit employed. The thousand 
composite units are used in the most economical manher when 
the acreage is so limited that the number of units applied to 
each acre is just sufficient to yield the maximum average return 
per unit. For example, the highest average return would be 
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gained by the application of X units in the case before us in 
Fig. 40, where the location of X is determined by the fact that 
the rectangle AVX'X is drawn in such a manner that its area 
equals the area AVX’X, which represents the total product 
of X composite units of the two factors, laborers and capital- 
goods. That part of the rectangle lying between the line HU’ 
and the line IV , for example, represents the average return 
per unit. Had the applications stopped at /, after the appli- 
cation of but six units, the total product would be represented 
by the area AVI, or the rectangle AW NI, and the average re- 
turn per unit would have been less. Likewise had the applica- 
tions been increased to nine units, the average return per unit 
would have fallen. Hence a curve of increasing and dimin- 
ishing average returns may be drawn, based upon the increasing 
and diminishing returns of the successive composite units of 
labor arid' equipment. This curve of averages is represented 
by line AX'P (Fig. 40), which is so drawn that it will pass 
through the upper right-hand corner of any rectangle which 
has AC, AD, AE, etc., or any prart thereof, as a base and which 
incloses an area equal to the area AC'C, AD'D, AE'E, etc., 
respectively, as rectangles AW NI and AV X' X have been 
drawn in Fig. 40. 

As illustrated in Fig. 40, the curve of averages reaches the 
highest point at X' and the highest average product per unit 
is gained by employing seven and two-fifths units per acre, 
and it will be seen at once that, since all the charges which must 
be deducted are a fixed amount per composite unit of labor 
and equipment applied, the higher the average return per unit, 
the greater will be the farmer’s net profit per composite unit, 
and under the assumption that, in the production of a given 
crop, the same amount of managerial activity is required per 
composite unit without regard to the area of the land on which 
it is employed, and when there is no rent to pay, the applica- 
tions should increase until the point of maximum average re- 
turns per unit is reached. This is the most extensive agricul- 
ture that is consistent with the greatest net profit to the fanner 
under any circumstances, in the production of a given crop; 
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and, under the above assumption as to demands upon mana- 
gerial activity, it is the most intensive that is in accord with 
the farmer^s highest economic interest, where the use of land 
may be had free. 

It may be well at this point to devote a few lines to the 
assumption, that, within the limits of the variations in intensity 
of culture which is likely to exist in the production of a given 
crop, the same amount of managerial activity is required per 
composite unit composed of the two factors, laborers and equip- 
ment, without regard to the area of the land on which it is 
employed. 

In general, we believe this assumption to be very near the 
truth. In the production of corn, for example, the amount of 
managerial activity required for each laborer with the team and 
tools w^hich are used by him would be the same whether thirty 
acres of the crop were cultivated three times, or the same 
laborer and equipment were used in cultivating twenty-two 
and one-half acres of corn four times. Certainly if one must 
choose between this assumption and the assumption that the 
same amount of managerial activity is required for each acre 
of land, regardless of the intensity of culture, there is little 
question as to the choice. It is doubtless true that one man 
can superintend the operations of more laborers and equip- 
ment when they are brought together under one roof as in a 
large manufacturing plant than when they are distributed over 
a vast area of land; but on the farm and in the production of 
a given crop we believe that, as a rule, the demand upon the 
time and energy of the manager, per composite unit of the 
two factors, laborers and equipment, will remain practically 
the same regardless of the area on which such unit is ex- 
pended. We shall proceed, therefore, upon this assumption 
in our attempt to ascertain the degree of intensity of culture 
which is most economical where land has acquired value so 
that payment must be made for its use. 

When a fixed sum per acre must be paid for its use, land 
should be cultivated more intensively than when it could be 
had free. Suppose, for example, that three dollars per acre 
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must be paid for the use of land. We may think of this rent 
as taking all of the product of the first four and one-half, or R 
composite units, of the factors applied (Fig. 40). In this dis- 
cussion we shall speak of that share of the product which is 
left after paying the rent, as a net return. The farmer may 
be said to receive no net return from his expenditures until the 
rent is paid. Should he cease his applications when R units 
have been employed, the product would just pay the rent and 
he would lose the cost of the labor and equipment, besides 
receiving nothing for his trouble. Whatever he produces by 
further applications is the fund which gives rise to the net 
profits after the wages of hired laborers and the payment for 
the use of capital-goods have been withdrawn. 

When there is no rent to pay, and the farmer has a fixed 
amount of labor and equipment to use in the production of a 
given crop he seeks the highest average gross return per unit 
of expenditure; but, where a fixed rent must be paid, he no 
longer seeks the highest average gross return, but the highest 
average net return per unit, for, under the assumption that, 
in the production of a given crop, the amount of managerial 
activity per composite unit of laborers and equipment remains 
the same regardless of the area on which it is expended, the 
largest net return per composite unit of these factors will en- 
able the farmer to secure the largest net profit per unit of 
managerial activity put forth, and this is the goal in agricul- 
tural production w^hen viewed from the standpoint of the 
farmer. 

The average net return per unit follows the law of increasing 
and diminishing returns in the same manner as the average 
gross return; but, when a fixed rent is paid, the line of increas- 
ing average net return starts at point R (Fig. 40); for all of 
the product up to point R is required to pay the rent, and the 
average net return at that point is zero. After the application 
of five units the average net return per unit will be represented 
by one-fifth of the area RR'H'H; for the total return minus 
the rent is represented by the area RR^H'H, and since five 
units have been applied this net return must be divided by five 
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to find the average. Likewise after the application of the sixth 
unit, it will be one-sixth of the area RR'ri, After the ap- 
plication of the seventh unit, the average will be one-seventh 
of the area RR'K'K. Thus the line of average net returns 
(line RY'P' in Fig. 40) rises rapidly until the line //' is 
crossed, after which it rises less rapidly until it crosses the line 
FB, after which it falls. When a fixed rent is paid, the line 
of average net returns can never rise so high as the line of 
average gross returns, and the point F', where the line of 
average net returns reaches its maximum distance from the 
base line AB, will always be farther to the right than point AT'; 
and hence the highest average net return per composite unit 
of labor and equipment employed on land for which a fixed 
rent must be paid will be gained by a more intensive culture 
than when the same land could be had rent free. 

When the farmer follows the rule of seeking the largest net 
profit for his exertion, the degree of intensity of culture on a 
given piece of land and in the production of a given crop will 
vary with the amount of the fixed rent which is paid for its 
use, — the greater the amount of rent, the higher the degree 
of intensity, for when a higher rent must be paid for the use 
of the land a more intensive culture is necessary if the highest 
average net return is to be secured. 

The conditions are practically the same where the farmer 
owns the land which he cultivates as where he pays a fixed rent, 
the only difference being that he has paid for the perpetual 
use of the land, whereas the tenant pays annually for its use. 

The payment of a share rent does not tend to increase the 
intensity of culture. The share rent increases as the total 
product increases; and it may be thought of as taking some 
fixed portion, say one-third, of the product of each succeeding 
unit of labor and equipment applied, so that the farmer gets 
only two-thirds of the product of each unit, and his share 
reaches the highest average return per unit with the same de- 
gree of intensity which yields the highest average gross return 
per unit. Hence, where the share tenants follow their own 
self-interest, they will farm no more intensively on the best land 



PROPORTIONS OF FACTORS OF PRODUCTION i6i 


when less productive grades of land have been resorted to than 
when only the best grade was cultivated. 

To illustrate this pointy draw a curved line from A to B in 
Fig. 41, at such a distance from lines AFB and AB as to leave 
two-thirds of the area of each section between lines AB and 
AIB. Then draw a line through the points of average net 
returns per unit employed, in the same way as the line of aver- 
age gross returns was drawn. This new line of averages will 
reach the line of maximum net returns per unit when the line 
AZP' crosses the line AIB. The point Z will be one-third of 
the distance from X' to X and neither to the right nor to the 
left. This means that the point of maximum net returns is 
reached, in the case of a share tenant, with the application of 
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the same number of units which yield the largest average gross 
product. 

Other things remaining the same, how will a change in wages 
and interest influence the intensity of culture? Suppose that 
wages and interest fall 20 per cent; will it then pay the 
farmer to invest more units per acre? If the rent should re- 
main the same as before the reduction in >¥ages and interest, 
and on the assumption that the farmer has a given amount of 
time to devote to growing corn, the degree of intensity in 
terms of quantities of labor and capital goods which would 
yield the largest net return would not change; but the expendi- 
ture per acre in value would be decreased and the profits of 
the farmer would be increased in the same proportion. This 
higher profit might increase the demand for land, however, 
and this would likely result in a rise in lents, after which it 
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would pay to increase the quantity of labor and equipment 
employed, excepting in the case of the share tenant. 

The influence of a rise or fall in the price for which the prod- 
uct can be sold will influence the degree of intensity only 
as it may affect the amount of rent which must be paid for the 
use of land. As prices rise the rent tends to rise and the de- 
gree of intensity should be increased, while the reverse is true 
in the case of falling prices. This is true because land of a 
given degree of productivity is limited, and as labor and equip- 
ment increase in quantity, land of a less productive grade must 
be resorted to, and without improvements this is possible only 
when wages and interest fall or prices rise. But there is a 
close relation between the gross return which the marginal land 
will yield and the amount of wages and interest which labor 
and equipment can command on other grades of land. This 
means, of course, that as the less productive lands are resorted 
to the rent which the competitors -will offer for the better land 
will rise, and then the largest net return, and hence the largest 
net profit per composite unit of labor and equipment, can be 
gotten only by more intensive culture. 

In this connection the influence of lower wages and lower 
interest and higher rents, upon the choice of crops, should be 
reviewed, because it often happens that a rise in rents will 
result in the change from a crop which requires but little ex- 
penditure for labor and equipment per acre to one that re- 
quires large expenditures per acre. 

That degree of intensity of culture which brings the largest 
net profit to the landowning farmer or to the tenant who has a 
fixed rent to pay seems also to be that degree of intensity 
which makes the total amount of land, labor, equipment, and 
managerial activity employed in the agricultural industry most 
productive. It appears, therefore, that at this point there 
is a harmony of interests between the individual and society 
as a whole; but it would seem that the interest of the share 
tenant is not in harmony with the interest of society as a whole 
in this regard, for if the better grades of land are farmed as 
extensively as the interest of the share tenant seems to dictate, 
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poorer grades of land would need to be used in order that the 
labor and equipment of the country be employed, and some 
of this labor and equipment on the marginal land would be 
creating a smaller product than it could be made to yield if 
employed in farming the better grades of land to a more in- 
tensive degree; and, therefore, while a given share tenant could 
increase his net profit by this extensive culture, such culture 
would reduce the total value of the agricultural productions of 
the country as a whole. 

The interest of the share tenant is also out of harmony with 
that of the landlord in this regard. Since it is to the interest 
of the landlord that the share which accrues to him as rent 
shall be as large as possible, he may desire that the intensity 
of culture be carried to the farthest extreme. So long as an 
increment of expenditure will add anything to the product it 
might seenn to his interest to have the increment applied, for 
it would add to his income. Thus, stated in its extreme form, 
it would seem that while the share tenant would desire to farm 
so extensively that the average gross return per unit of labor 
and equipment would reach the maximum, the landlord might 
desire that the gross return per acre should reach its absolute 
maximum, without regard to cost per unit of the product. 

It is evident that the interest of the landlord as well as that 
of the share tenant is here in conflict with the interest of so- 
ciety as a whole; for to follow what seems to be the landlord's 
highest economic interest in this particular would result in the 
reduction of the total agricultural product which could be pro- 
duced with a given amount of social energy. 

But it becomes apparent that the landlord will always be 
unable to induce his share tenant to farm any more intensively 
than an owner of land or a tenant with a fixed rent finds it to 
his interest to farm his land, for the tenant could otherwise do 
better by paying a cash rent or by taking up new land of nom- 
inal value. On the other hand, the share tenants are, in the 
United States, quite generally under the direct supervision of 
the owners of the land, who insist that the share tenant should 
farm as well as the owners would do. It may be true that this 
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ideal is not often perfectly attained^ and yet the tendency is 
for the landlord to so bring his influence to bear upon the share 
tenant that the social loss due to share tenancy is, perhaps, 
not very great. 

In fact the advice of a landlord who himself is a successful 
farmer often results in an important increase in the product of 
the farm to the benefit not only of the landlord and the tenant 
who shares the profits, but to the consumer of the goods. 

Standpoint 2. We have here the more immediate problem of 
determining the proper intensity of culture at a given stage in 
the process of producing the crop. This depends largely upon 
the exigencies of the weather. The farm manager cannot tell 
in advance the extent to which corn cultivation and clover 
harvest will conflict; neither can he know exactly how much 
time there will be for field work. Having made his general 
plan for the year, he must, from day to day and week to week, 
distribute his labor where it will count for most. If more 
labor can be got temporarily, that will be distributed on the 
same basis, i,e, put in where it will count for most. Under 
these conditions the area has already been determined, but 
unusual weather conditions may put the farmer ahead or be- 
hind his regular schedule. In either case the correct policy 
is to make such use of the available resources as will add most 
to the total profit of the farm regardless of the assumptions 
made in projecting the plans at the beginning of the year. 
Plans are valuable but emergencies often demand their read- 
justment. 

Standpoint j. The problem as it confronts the farmer in 
action is found in standpoint 3. How can the amount of busi- 
ness under a given farm organization be increased, i.e. how 
can the gross income be increased in such a manner as will 
add most to the farmer’s net profit? Take a dairy farm, for 
example, where the sale of whole milk is the principal source of 
income. To increase the gross income means essentially to 
increase the milk check, (i) The milk check can be increased 
by improving the sanitary quality of the milk so as to secure 
a higher price for the product. This requires greater expendi- 
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ture for labor in the dairy and on the milk route, but makes 
no increased demand for feed or land. (2) The milk check 
may be increased by producing a greater quantity of milk of 
the same quality. This may be done by: 

A. Securing cows of greater efficiency and capacity. This 
increases the investment in cows and makes some change in 
the demand for feed, which may be produced as a result of 
more labor on the farm on the same area or the feed may be 
purchased. 

B. Securing more of the same quality cows, building greater 
bams, hiring more laborers, buying or raising more feed. 

Which of these things to do depends on relative costs. If 
more feed is raised it can be done by more intensive culture or 
by expansion to a greater area. Intensity of culture and the 
area of the farm are in a real sense reciprocals. 

Standpoint 4, Intensity of culture may be viewed from the 
standpoint of the entire agriculture of a country. When 
viewed in a given year there is found a very wide range in the 
degrees of intensity in the different parts of the country. On 
the cheap marginal lands the expenditure per acre is small and 
the farming is said to be extensive, while on the high-priced 
lands near the markets, the expenditure per acre is large and 
the farming is said to be intensive. This difference may be due 
to the application of more labor and equipment to a given kind 
of production or to the production on the higher-priced land of 
crops which require (under any condition) very muih more 
labor and equipment per acre. For example, market garden- 
ing is much more intensive than wheat growing and is usually 
found on higher-priced land near the market. 

Likewise, when the whole country is viewed geographically 
it is found that certain kinds of land are farmed more inten- 
sively than others because of the character of the soil, more 
labor and equipment being required to yield optimum results 
on certain kinds of land than on other kinds of land. This 
simply means that the capacity of certain kinds of land is 
higher than that of other land, due to differences in the physical 
properties of the land. 
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Viewed historically, an increase in intensity in the utiliza- 
tion of land is the result of a relative increase in the popula- 
tion. On the other hand, a decrease in population or an in- 
crease in the available agricultural land supply will make a 
more extensive culture desirable, unless improvements in equip- 
ment are such as to make possible the greater use of machin- 
ery, so that, while the application of human labor is less per 
acre, this may be counteracted by the use of more equipment 
per acre, and in this way maintain or increase the intensity 
of culture as a basis of a greater per capita consumption. 

The proportions of laborers and equipment. In farm organi- 
zation it often happens that a fixed number of laborers must be 
combined with certain equipment; for example, one man is 
required for each self-binder; but in many cases it may be a 
matter of indifference, aside from the element of profit, whether 
the work be done by hand or by horse power and machinery. 
In the production of wheat, for example, the proportion of 
equipment might be reduced and the same produce obtained 
by increasing the number of laborers. The reverse is also true. 
But while these variations may be made arbitrarily they have 
an influence upon the amount of the farmer’s share of the 
product. Of all the various operations necessary to produce 
and market a bushel of wheat, some can be performed more 
cheaply by the use of horses and machines, others by means 
of laborers without horse power. 

Where the farmer’s aim is to have the net profit which is 
left after paying the hired laborers and paying for the use of 
the equipment as large as possible, every operation should 
be performed by laborers, if this method will lower the costs 
of production, increase the product, or in any other way in- 
crease the net profits; and everything should be done by means 
of horses and machines or other forms of equipment, which 
can be done to better advantage in that way. It may often 
happen that the cost of performing certain farm operations can 
be reduced by the use of horses and machinery in the place of 
laborers, but it may at the same time happen that the product 
resulting from these operations is also reduced. It is not 
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always true, therefore, that every operation should be per- 
formed in the least expensive manner, in fact, it may easily 
happen that a more expensive method will result in the largest 
net profit. 

One point never to be overlooked in considering the desir- 
ability of substituting laborers for equipment or vice versa, 
is tAe relative demand which wUl be made upon the time and 
energy of the manager. Any change in the proportions of 
these factors in the composite unit which will increase the 
amount of managerial activity per such unit must sufficiently 
increase the farmers’ net profit per composite unit to balance 
the loss which results from the fact that fewer units can be 
brought under a given amount of managerial activity. 

One consideration which favors choosing machinery rather 
than laborers as a means of accomplishing a given result is 
the greater* rontrol over equipment. In case of great demands 
for workers in other localities, laborers may leave the farmer 
with his crops in the fields, whereas the horses and machines 
are certain to be at the farmer’s disposal when he wants them. 
Laborers can make themselves more valuable by becoming 
more dependable. 

Where the substitution of the one factor for the other makes 
no change either in the quantity of the product or in the amount 
of managerial activity required, the rule is a simple one: Where 
there is a choice between using laborers or equipment in the 
performance of certain operations, choose the cheaper method. 
And yet, the qualifying phrases in this formula are so important 
that the problem is far from being a simple one, and in many 
cases, perhaps in most cases, it is the more fundamental prin- 
ciple of seeking the largest net profit per unit of managerial 
activity which must be kept uppermost in mind. 

A change in the rate of wages without a corresponding change 
in the cost of equipment, or vice versa, will necessitate a read- 
justment of the relative amounts invested in the employment 
of laborers and in the employment of equipment. As wages 
rise relatively to interest and depreciation charges on equipment, 
there should be less labor and more equipment employed. Im- 
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provement in machinery often makes it profitable to substi- 
tute equipment for laborers. The self-binder, the hay-loader, 
and the windmUI are examples y^here this has been true. 

PROBLEMS 

1. Suppose a fanner who operates his own farm with his own labor 
finds that by putting all the time he can upon a com crop he can grow: 

6o acres of corn yielding 24 bu. per acre 

50 acres of corn yielding 30 bu. per acre 

45 acres of corn yielding 33 bu. per acre 

40 acres of corn yielding 36 bu. per acre 

35 acres of corn yielding 40 bu. per acre 

30 acres of corn yielding 44 bu. per acre 

Which combination will be most profitable if the land is rent free? 
If a rent of 10 bu. per acre must be paid? If one-half of the crop 
must be paid as rent? 

2. To illustrate the proper degree of intensity of culture in a given 
year on a given grade of land and in the production of a given crop, 
let the following figures represent the returns resulting from the vary- 
ing expenditures per acre: 


Dollars per Acre 

Bushels per Acre in 
Field A 

Bush-ls per Acre in 
Fiei n U 

I 

0 

0 

2 

0 

2 

3 

0 

6 

4 

0 

IS 

S 

10 

28 

6 

25 

37 

7 . 

38 

42 

8 

48 

46 

8.2 

49.1 

46.6 

84 

50.2 

47.1 

8.6 

SI.3 

475 

8.8 

52.3 

47.8 

9-0 

53.2 

48.0 

9.2 

54-1 

4S.2 

9.4 

549 

48.4 

9.6 

55.7 

48.6 

9.8 

56.5 

48.8 

10.0 

57.0 

49.0 

11.0 

60.0 

495 

12.0 

62.0 

49.8 

13.0 

63.0 

50.0 

14.0 

935 

So.i 

IS 

63.5 

So.i 
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(i) Supposing that the fanner could get all the land he cared to 
use, rent free, either of the quality found in Field A or Field B, which 
kind of land would it pay him the better to use? 

(а) When corn is worth 25 cents per bushel and a rent of $2.50 per 
acre is charged for the land of either grade, which grade would prove 
the more profitable to the farmer, and to what degree of intensity 
should he cultivate it? 

(3) In case the farmer must give one-third of the crop to the land- 
lord, as rent, to what degree of intensity would he farm each of the 
fields, A and B, if he followed his own highest economic interest? 
To what degree of intensity if he followed the highest economic interest 
of the landlord? Explain fully how society as a whole would lose in 
either case. 

(4) When corn is worth 35 cents per bushel and the rent which must 
be paid for the use of the land in Field A is $5.00 per acre, what is the 
highest rent which the farmer could afford to pay for the use of the 
land in Field B? 

(5) How would a rise of 20 p>er cent in the cost of labor and equip- 
ment affect the above problems? 

(б) How wiiuitl the second problem (2) be affected if the price of 
corn should rise to 40 cents per bushel and the rent should at the 
same time rise to $4.00? 

(7) How would problem three (3) be affected if the landlord should 
agree to take twelve and one-half bushels of corn per acre instead of 
one-third of the crop? 

3. If in order to ascertain the right amount of acid phosphate to 
put upon a corr field which is known to lack phosphate, the follow- 
ing varying quantities were applied per acre with the corresponding 
results: 


50 

lbs. 

yielded 

an 

increase 

of 

2 

bushels 

per 

acre 

100 

lbs. 

yielded 

an 

increase 

of 

5 

bushels 

per acre 

150 

lbs. 

yielded 

an 

increase 

of 

ivi 

bushels 

per 

acre 

200 

lbs. 

yielded 

an 

increase 

of 


bushels 

per 

acre 

250 

lbs. 

yielded 

an 

increase 

of 

II 

bushels 

per 

acre 

300 

lbs. 

yielded 

an 

increase 

of 

12 

bushels 

per 

acre 

350 

lbs. 

yielded 

an 

increase 

of 

I2j4 

bushels 

per 

acre 

400 

lbs. 

yielded 

an 

increase 

of 

12^4 

bushels 

per acre 


How much acid phosphate should be applied in order to secur< 
most profitable results, when: 

The cost of the fertilizer is 1 cent per lb., to be paid for when corn 
n in crib. 

The cost of application is 50 cents per acre. 

The cost of gathering corn is 3 cents per bushel. 

The value of corn in the crib is 63 cents per budiel. 



CHAPTER XIII 


THE SIZE OF FARMS 

The size of farms is usually measured in terms of area. It 
is obvious that all land is not equally useful and that some 
uses of land make very different demands for labor and equip- 
ment per acre than others. From certain points of view, a 
20-acre fruit and vegetable farm may represent as much busi- 
ness as a thousand-acre wheat farm. There are many meas- 
ures which might be used. For example, the total investment, 
the number of laborers, the number of horses used, the num- 
ber of cows milked, the number of cattle and hogs fattened, 
or the number of sheep on a sheep ranch, may give a more 
accurate basis of judging of the importance of a given farm 
than a bare statement of area. Area is, however, common to 
all farms, and next to the number of persons employed, is per- 
haps the most satisfactory starting point for the discussion of 
the size of farms. 

The farms of 'the United States have been classified for sta- 
tistical purposes into ten size-groups based upon area. The 
table on the following page shows the number and percentage 
of the farms found in each size-group in 1920. 

This table shows a wide range in the size of farms in the 
United States in 1920. A study of the tables in the census 
volumes shows that this is a condition of long standing. A 
study of conditions in foreign countries shows the same wide 
range in the size of farms. It would seem, therefore, that there 
is no one size of farm which can be generally recommended, 
but that the proper size for a given farm depends upon many 
variable conditions. It becomes a matter of importance, 
therefore, to outline the principles which determine the size 
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of farms, with a view to the proper adjustment of the size in 
the case of each individual farmer. 


TABLE XV 

Farms in the United States Classified by Area, 1920 


Size Group 

Number 

Percent.age 

Under 3 acres 

20,350 

0.3 

3 to 9 acres 

268,422 

4.2 

10 to 19 acres 

507,763 

7.9 

20 to 49 acres 

1,503.732 

233 

50 to 99 acres 

1.474,74s 

22.9 

100 to 174 acres 

1,449,630 

22.5 

175 to 259 acres 

530,800 

8.2 

260 to 499 acres 

475, <>77 

7.4 

500 to 999 acres 

149,819 

2.3 

1000 acres and over 

67.405 

1.0 

All farms 

6448,343 

100.0 


While there is no one proper size for farms in general, there is 
always a proper size of farm for a given man at a given stage 
of his own development on a given type of soil in a given line 
of production with given labor and market conditions. In 
general, cotton farms are smaller than wheat farms. For ex- 
ample, the average area of improved land in farms in Bell 
County, Texas, where more than half the improved land is in 
cotton, was about 70 acres in 1910, whereas the average was 
about 270 acres in Barton County, Kansas, where more than 
half the improved land was in wheat. If Washington County, 
Mississippi, is compared with Cass County, North Dakota, 
the contrast is even more striking. In the former county, the 
average area of improved land in farms is 23 acres; in the 
latter it is about 470. In the Mississippi county, over 47 per 
cent of the improved land was in cotton, while in the Dakota 
county 44 per cent was in wheat. 

These facts indicate that the crop grown is a factor in deter- 
mining the size of farms; but that this force is not operating 
alone is shown by the wide range in the size of wheat farms and 
of cotton farms. In general, the cotton farms of the black 
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prairie of Texas are larger than the cotton farms of the Yazoo 
delta in Mississippi, as is indicated by the counties compared 
above. In Bell County, Texas, more than 96 per cent of the 
farmers are white, whereas in Washington County, Mississippi, 
over 9S per cent of the farmers are colored. As has been noted, 
the improved area per farm is three times as great in the former 
as in the latter. This gives a strong suggestion that the 
capacity of the individual farmers is a potent factor in detcr- 
ming the size of farms. 

In 1900, farms were classified by size and by principal sources 
of income. The statistics show a wide range in the size of 
farms used for any one purpose; for example, there were cot- 
ton farms in every size group from under 3 acres to over a 
thousand acres, but the most common size was from 20 to 50 
acres. Hay and grain farms showed also a wide range, but 
the most common size was from 100 to 175 acres. Live-stock 
and dairy farms were most largely in the group ranging from 
SO to 17s acres. The most common size of fruit and vegetable 
farms was from 20 to 50 acres. Thus, while there is a wide 
range in sizes of farms in a given line of production, the domi- 
nant size varies with the kind of agriculture carried on in the 
various parts of the United States. 

Topography is a factor in determining the size of farms. In 
a broken country where the fields are small because of the 
limited areas of plow land found lying together, and where 
large machines cannot be used to advantage because of the un- 
evenness of the ground, the cultivated area in farms is usually 
small. This same condition may result in large farms for graz- 
ing purposes. 

The climate influences the size of farms in many ways. In 
California, where the wheat crop can be left standing for some 
time after it is ripe, a given crew can harvest a much larger 
area of wheat than in the more humid regions where the crop 
must be cared for in a few days. 

The number of days per week the land is dry enough to work, 
during the season when crops are being put in and cared for, 
is an important factor in determining how many acres of each 
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crop can be handled per man and team, and hence how large 
an acreage of improved land will be found per farm. 

The character of the farm work influences the size of the 
unit of organization. The large area demanded per man gives 
rise to two conditions which point toward the economy of a 
relatively small unit of organization when compared with many 
lines of manufacture. The distance which workmen must 
travel in going to and from their work is against large farms. 
The time required in going to and coming from the fields is 
subtracted from the time devoted to the field work. Further- 
more, the fact that the work is spread over a wide area makes 
close supervision of the workmen impracticable. Every work- 
man on a farm must be interested and largely self-directive 
in carrying out the day’s work if the farm is to prove profit- 
able. This has resulted in the major portion of the work 
on most farms being done by the farmer and his family. 

It has oeen said, ‘The typical American farm is a family- 
farm.” Limiting this statement to America is unnecessary. 
The statement is equally true of France and of Germany. 
If the farms of the whole world were considered, it would still 
be true that the typical farm is a family-farm. The world 
over, farming is very generally organized in accordance with 
what has been called the “domestic system” in industry. 
There has been talk about the “factory farm” and corporation 
farming, but nothing of general economic importance has been 
developed along this line. The family-farm is, for the present 
at least, the farm to keep in mind in studying the economic 
problems of the farm manager. Hence the working force of 
the family is an important consideration in deciding upon the 
proper size of farm for a given farmer. 

The fact that adding to the size of the farm adds to the 
work in the home and detracts from the pleasure of living, 
tends to limit the size of farms. The farmer considers the ex- 
tra work for his wife involved in taking an extra man into the 
home. The writer uses the word “home” advisedly. The 
hired man is not satisfied simply to eat and sleep in the house. 
He expects to be made to feel at home, and if he does not feel 
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at home, he will move along and try another place. The 
farmer and his hired man work side by side in the field, and 
in the barn; they sit side by side at the table, and it is per- 
fectly natural that the employee should expect to be con- 
sidered a part of the family. 

The size of the farm often grows with the family. As the 
boys become able to help on the farm, the successful farmer 
adds to its size with a view to having enough land for his 
labor force, and with a view to having a piece of land for 
each of the boys when they have grown up and want to com- 
mence farming for themselves. Under these circumstances, 
the splitting up of the farm as the boys start in on their own 
account often results in a reduction in the size of the farm as 
the family is dispersed. 

How will the decline in the size of the American farm family 
affect the size of farms? In the first place, it will not only re- 
duce the number of family workers per farm, but will tend to 
reduce the number of paid laborers on farms. The principal 
supply of satisfactory farm laborers is the boys from farm 
families where the degree of prosperity has not been such as 
to enable the farmer to expand his farm so rapidly as the fam- 
ily labor supply has increased. With the decline in the size of 
families, this source of labor is greatly reduced, and the la- 
borers who can be drawn from other sources are not so satis- 
factory from the point of view of being skilled, subject to con- 
trol, and reliable. The most satisfactory solution of the farm 
labor problem in many parts of the United States is to reduce 
the size of the farm to what can be handled by the family. 

There are those who would not carry this so far as to reduce 
the labor force below two men. “There are many farm opera- 
tions that require two men, so that no matter how small the 
farm may be, one man cannot do all the work to good advan- 
tage.” The whole question involved here is: Will the advan- 
tage of having another man right at hand for doing the two- 
man jobs counterbalance the social and economic burden of 
keeping him all the time? The answer to this question de- 
pends upon: (i) the managerial ability of the farmer in mak- 
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ing a margin of profit on hired labor, (2) his tact in handling 
men so as to prevent the hired man from being a nuisance in 
the home, (3) the possibility of hiring a married man who is 
efficient, and whose family does not detract too much from the 
w’ell-being of the neighborhood (an effective man married to an 
effective woman usually operates on his own account very soon, 
and cannot be had on the wage basis), (4) the possibility of 
two single-handed farmers arranging to help each other on the 
tasks requiring two men. 

Economy in the utilization of machinery. “Most of the 
common farm machinery can be used to do the work on a 200- 
or 300-acre farm, as well as on a small farm.”^ There is truth 
in this statement so far as certain types of machines are con- 
cerned. In the production of corn, no very expensive ma- 
chinery is used unless a corn binder is used. Plows can be 
had of varying capacity from one horse to the great tractor 
plows.' production of small grain, the binder is the one 

machine usually owned by the farmer which costs over one 
hundred dollars, and in humid regions and on rich land, the 
acreage to be cut by one machine cannot be expanded much 
beyond what two men can put in without the risk of losing a 
part of the crop. The two single-handed farmers will find it 
profitable to own a binder jointly and work together in grain 
harvest. The question always arises, “Will the greater degree 
of utilization of a given machine compensate for the other 
disadvantages involved in increasing the size of the t'lrm?'' 

This leads to a discussion of the unit of organization on the 
farm. On the great wheat fields in California, the unit may 
be based upon the combined harvester and thresher. This ma- 
chine, the crew to operate it, and the land, men, horses, and 
other equipment required to raise that amount of wheat which 
can be cut during the normal harvest period, may here make 
up the unit of organization. In the corn belt of central Illi- 
nois, where corn is the principal source of income, one man 
and team of from two to four horses, a plow, a harrow, a corn 
planter, a corn cultivator suited to the horse power decided 

* G. F. Warren, “Farm Management," p. 25, 
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upon, becomes the basic unit of organization. This same unit, 
with the addition of a grain seeder, a binder, and a mower, will 
care for oats and hay in combined amounts equal to the area 
of com handled. The area of corn which this one man and 
equipment can prepare the land for, plant, and keep clean the 
month after planting, plus the amount of land used for sub- 
sidiary purposes, becomes the unit of economical farm organi- 
zation. One or many of these units may make up a given 
farm, depending upon the managerial ability of the farmer, 
the conditions in the household, and the size of the family 
labor force. In the corn belt, a farm which will not employ 
one unit is clearly too small. To be of proper size, the farm 
should make demand for one, two, three, or more of these 
units, but should not fall halfway between. A farm which is 
too large for one man, and too small for two, cannot be eco- 
nomically organized for com production. 

In the dairy regions where milk or cream is the principal 
source of income, one man and the number of cows he can milk 
and produce hay and silage for, becomes the unit of organiza- 
tion. While the unit for any given type of farming varies 
greatly in land-using power from place to place, and from man 
to man, the dairy unit is an unusually flexible one on the fam- 
ily-farm, because of the possibility of using children and w'omen 
in the dairy. 

The significante of the unit system lies in the fact that in 
general the increase in the area of the farm cannot go on by 
small additions of an acre now and an acre then, but must be 
made in considerable jumps if the area is to conform to the 
demands of economical farm organization. The difficulty in 
making these jumps often results in adjusting the organization 
to the available area, sometimes with too high a degree of in- 
tensity of culture, sometimes with too low a degree of intensity 
to yield maximum profits. One method of adjusting the size 
of a farm is to change from one farm to another, and while 
this is objectionable from the standpoint of the cost of moving, 
it is often the most practical way of adjusting the size of the 
farm to the ability of the farmer and his potential labor force. 
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The problem of right proportions between managerial activity 
and the other factors of production is one of the most important 
problems related to the size of farms. No rule can be laid 
down, but it is worth while to discuss the principles underlying 
this problem. In aj^lying a given amount of managerial ac- 
tivity to land, equipment, and laborers the law of increasing 
and diminishing returns must be considered. If the managerial 
activity is expended upon too small a farm, the profits will fail 
to rise to the maximum through lack of business, and if the 
farm is too large, the expenses will absorb too large a pro- 
portion of the income, and the profits will not be at the maxi- 
mum. 

This point may be illustrated by means of the following ta- 
ble, in which the number of composite units (a unit may be 
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Composite 

Units 

Total Outlay 

Gross Value 

OP Product 

Net Profit per 
Comp. Unit 

Manager's 
Total 1 *rofit 

I 

$ 740 

$1000 

$260 

$260 

2 

1480 

IQ6o 

240 

4S0 

3 

2220 

2880 

220 

660 

4 

2960 

3720 
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760 

5 

3700 

4500 

160 

800 

6 

4440 

5220 

130 

780 

7 

5180 

5880 

100 

700 

8 

5920 

6560 

80 

640 


thought of in this illustration as one laborer and the amount 
of equipment and land which should be associated with him) 
to be associated with one unit of managerial activity (which 
may be thought of as the amount of such activity which one 
farmer wishes to devote to production) is increased seriatim 
from one to eight, and as a result of the increase in the number 
of the composite units brought under the one management, the 
net profit per composite unit is represented as gradually falling 
from $260 to $80, while the resulting net profit per unit of 
managerial activity is represented as increasing until after the 
fifth composite unit is added, after which it is represented as 
falling. 
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The figures here used are selected more or less arbitrarily to 
illustrate the general truth that, as the number of the com- 
posite units brought under one management is increased, the 
average return per composite unit, and hence the average net 
profit per composite unit will fall, but that for a time this fall 
in the net profit per composite unit is more than balanced by 
the increase in the number of such units, and the net profit per 
unit of managerial activity continues to increase until finally 
the point is reached where the net profit per unit of managerial 
activity reaches its maximum, and if the number of composite 
units associated with a given amount of managerial activity 
be increased beyond this i^int, the net profit per unit of the 
latter, and hence the total net profit which the farmer will be 
able to secure as a manager, will be reduced below the possible 
maximum. Any conditions which retard the bringing about of 
this adjustment not only reduce the profits of the farmer, but 
increase the cost of the nation’s food supply. 

One permanent occasion for differences in the size of farms 
is the differences in the amount of energy the men are willing to 
put into the operation of a farm. 

Having decided upon the number of the composite units of 
the factors which should be brought under a given amount of 
managerial activity, that is, the intensity of the management, 
other things remaining the same, the size of the farm should 
vary directly with the amount of effort which the farmer is 
willing to put forth in its management. The farmer’s energy 
is, of course, limited, and after he has performed a given 
amount of work per day, it requires more and more induce- 
ment to impel him to increase his activity. It may be that, 
a few hours of work each day would be a pleasure to him and 
that the profits which he received from these few hours’ labor 
would be much more than enough to induce him to perform 
the work of management; but when hour after hour is added 
to the time which he must spend in the fields, and the rapidity 
of his movements from place to place must be increased more 
and more, in order that the farm may be properly operated^, 
each succeeding addition to the time and the speed of his work 
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becomes more and more wearisome, while at the same time 
the wants which are to be satisfied by the fruits of this in- 
creased labor become less and less important to him, until 
finally the point is reached where the increase in the net profit 
is not sufficient to induce the farmer to increase his activity. 

This can be illustrated by means of a diagram. In Fig. 42 
the succeeding composite units of the agents are measured 
on the base line AX, and the net profit which the farmer re- 
ceives for managing these units is represented by the area 
between this line and the line BV, so that the area ABC'C, 
for example, represents the net return from one of the com- 
posite units. If the idea of a composite unit seems too ab- 
stract to the reader, he may think of one of these units of the 



agents of production as being one laborer and the amount of 
land and equipment associated with him. That share of the 
net profit per unit which is represented by the area lying be- 
low the curved line PP' may be thought of as the amount 
which is required to yield to the manager a pleasure in con- 
sumption of goods equal to the pain of performing the work of 
management. Assuming that he devotes exactly the same care 
to each unit, as he continues to increase the number of units 
the perpendicular distance between lines AX and BY will 
remain constant; but a larger and larger proportion of the net 
profits of the succeeding units will be required to counterbal- 
ance the pain or disutility accompanying the added exertion 
required for the management of such units, hence the curve 
PP' will gradually rise until at some point it will cross the 
line BY, beyond which point the pain of exertion exceeds the 
net profit to be secured. 
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The curve PP\ representing the increase in the pain cost, 
may start high up the line AB and rise rapidly with a lazy 
man, or it may start far below A, rise slowly and not reach 
line BY until some point far to the right of M'. This illus- 
trates one of the causes of differences in the capacity of men 
which is a permanent cause of differences in tine size of farms. 

From this point of view it becomes obvious that there can be 
no one size of farm which will pay best for all farmers, and 
hence the attempt to draw conclusions from statistical studies 
regarding the proper size of farms sheds little or no light upon 
the problem of the individual farmer, however valuable these 
figures may be for the study of geographical and historical 
differences in the organization of farms. 

Which is the most desirable from the social point of view, the 
largCy the medium-sized^ or the small farm? Having in mind 
that farmers vary greatly in their degrees of efficiency, it 
would seem socially desirable to have the managing done by 
the most efficient farmers; for in this way the labor would be 
under more efficient direction than where every man directs his 
own activities. Another advantage of large farms lies in the 
fact that they facilitate a more extended division of labor. 
There can be a shepherd who devotes all of his time to the 
sheep, and for this reason he can better understand his busi- 
ness. So it is in every line of work on the large farm. Ma- 
chinery can Ge used to better advantage. The efficient man- 
ager of the large farm can better determine what will pay 
and what will not pay, so that he is in a much better position 
to direct the labor to the best advantage. The man who is 
toiling in the field as well as managing the farm is less likely 
to be far-sighted at a time when he is tired, and at such times 
he may sacrifice much of the profits for a relatively small 
saving of labor. 

On the other hand, what improves the efficiency of the man- 
agement in this way may lower the quality of the workman- 
ship. There are some men, it is true, who seem to work bet- 
ter for others than for themselves, but with many others the 
opposite is true. There are vast numbers of small farmers 
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who do not use good methods, who, because of their interest 
in that which is their own, will put forth greater effort than 
they would if they were working for some one else. 

It has been said that certain kinds of farming lend them- 
selves more readily than others to large-scale operations; that 
wheat farming, for example, is especially suited to large-scale 
operations, but that as this one crop system gives way to 
diversified farming, the advantages of smaller farms assert 
themselves. The owner of young stock takes more pains with 
them than he would if he were a hired laborer. It is certainly 
true as a general rule that the man who owns the lambs or 
pigs will lose more sleep and go to more trouble than will a 
hired man. “He that is an hireling, and not the shepherd, 
whose own the sheep are not, seeth the wolf coming, and 
leaveth the sheep, and fleeth: and the wolf catcheth them, and 
scattereth the sheep. The hireling fleeth, because he is an 
hireling, ana careth not for the sheep.” 

The management of a farm is something which must be dif^ 
fused through the details of the work. There is a withdrawal 
of the efficient manager’s ability from the details and a con- 
centration of it upon the general supervision of the farm as 
the size of the farm increases. As more and more of the 
details are delegated to hired men these details are not looked 
after so well as they might be if looked after directly by the 
master. Cato, a Roman agricultural writer, says: “Neither the 
assiduity and experience of the hired manager, nor the power 
and willingness of the master to lay out money in improve- 
ments, are so effectual as this one thing, the presence of the 
master; which, unless it is frequent with the operations, it 
will happen to him as in an army when the general is absent; 
all things will be at a stand.” And again, Pliny says: “The 
ancients were in the habit of saying that it is the eye of the 
master that does more towards fertilizing a field than anything 
else.” 

The question of the most desirable size of farms, when 
viewed from the standpoint of the most economic use of the 
productive energies of a country, is a matter of determining the 
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point at which the advantages of the more efficient general 
supervision as to crops, field-systems, intensity of culture, etc., 
are balanced by losses in the execution of the details of the 
work with less skill and personal interest. 

The purely economic conclusion is, therefore, that every 
man who can make more by hiring to a farmer should do so, 
and every farmer who can increase his net profits by hiring 
men and increasing the size of his farm, without increasing 
the amount of effort which he need put forth, should do so. 
Each man would then get the largest net income, and the 
value of the farm products of the country would reach the 
maximum. 

But the actions of men are not controlled entirely by 
economic motives. There is a pleasure to be derived from 
being one’s own master, which is often prized more highly 
than many of the things which money can buy. As a result 
many men remain independent farmers when they could se- 
cure a larger income for themselves and add more to the 
value of the farm products of the country by being hired men 
under the direction of more efficient managers. And yet it 
may be that this economic loss is compensated for in the 
social gain that comes from self-directed activity. 

The proper size of farms is a subject which has commanded 
the attention of agricultural writers since ancient times. “The 
ancients,” says Pliny, “were of opinion, that, above all things, 
the extent of farms ought to be kept within proper bounds. 
Wherefore it was a maxim amongst them, to sow less and 
plow better. Such, too, I find, was the opinion entertained by 
Virgil, and indeed, if we must confess the truth, it is the 
widespread domains that have been the ruin of Italy, and 
soon will be that of the provinces as well. . . . With that 
greatness of mind which was so peculiarly his own, and of 
which he ought not to lose the credit, Cneius Pompeius would 
never purchase the lands that belonged to a neighbor.” 

Columella, another Roman agricultural writer, also taught 
moderation in the size of farms. “To the other precepts,” 
says he, “we add this, which one of the seven wise men has 
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pronounced as a maxim, that holds true in all ages, that there 
ou^t to be limits and measures of things; and this oug^t to 
be understood, as applied not only to those that do any other 
business, but also those that buy land, that th^r may not buy 
more than they are fully able for. To this is applicable the 
famous sentence of our poet. You may admire a large farm, 
but adtivate a small one; which ancient precept this most 
learned man (Virgil), . . . expresses in verse. This, too, 
is agreeable to an acknowledged maxim of the Carthaginians, 
a very acute nation. That the land ought to be weaker than the 
husbandman; for, when they struggle together, should the 
former prevail, the master must be ruined. And, indeed, 
there is no doubt, that a small field well cultivated produces 
more than a large field ill cultivated.” “Among the maxims 
of the ancients, recorded by Palladius,” says Dickson, “there 
is one to the same purpose with that mentioned by Columella, 
‘A small farm cultivated is more fruitful than a large farm 
neglected.’ ” 



CHAPTER XIV 


FARM LABOR AND WAGES 

The farm labor problem presents different aspects in 
different parts of the United States. On the general farm in 
the northern part of the country the typical wage worker on 
the farm is a young man who is temporarily a member of the 
farmer’s family as well as a part of the farm crew. He eats 
at the family table, reads the paper in the family living room 
after supper, puts his soiled clothes into the family washing, 
and in general shares the life of the farm home. If he is a 
good hand he will soon become interested in the work of the 
farm and attached to the farm by many ties other than the 
wages he draws. This young man is a part of the farm family, 
and whether he is contented with the life and interested in the 
work depend largely upon the success of the farmer and his 
wife in developing sympathetic and happy relations. There 
are no class distinctions. The young man expects to become 
an independent farmer and feels that he is gaining skill, 
money, and credit which will enable him to establish a home 
of his own in a few years. His life and his motives tend to 
make him a fine workman and a good citizen. 

The farm with a separate boarding house for the hired men 
has problems of its own. Much of the personal touch is lost. 
The spirit of the group about the boarding table is not that of 
a family group. The interests of the farm are secondary in 
the minds of the men. The wage is the one important motive 
for remaining on the job. On the wheat farm, transient labor- 
ers surround this boarding house table for a short time during 
the harvest period and are soon gone. On the large dairy 
farm the table is occupied the year around, but there is a 
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constant shifting of men. Men are going and new men are 
coming every few days. The life lacks many of those finer 
human sentiments which make for good farm hands and for 
good citizenship. 

Another type of wage worker on farms is the married hired 
man who lives in a cottage and works for the farmer by the 
month or by the year. He is usually furnished a cottage, a 
garden, and often some fuel, and a definite amount of milk 
per day in addition to the cash wage he receives. Another 
class of farm workers are those who find places to live and work 
by the day or month for farmers who pay cash wages for the 
work done. These outside workers become less definitely a 
part of the farm organization. At least two persons (the man 
and his wife) and often others (the children) have to be con- 
tented if the married workman is to be vitally interested in his 
work. Unless the family is interested in the farm, he is out of 
touch with the pulse beat of the farm when not at work. 

While the life may be more satisfactory, the outlook of the 
married farm hand is not so alluring as that of the single man. 
A family must live from the wages. The chance of saving and 
becoming an independent farmer is more remote, and as a 
result many such families give up the hope of climbing the 
agricultural ladder round by round from wage earner to tenant 
farmer, then to mortgaged owner and finally to the free owner 
of a farm. Without this outlook and this goal the farm hand 
becomes a diiVercnt type of man, less to be desired as a work- 
man and as a citizen. 

In those parts of the United States where colored and 
oriental laborers dominate, the conditions are very different. 
The colored laborer lives outside of the farmer’s house in a 
cottage belonging to the farm, or he may live in the near-by 
village and go to the farm from day to day. In the North 
the typical farm hand is a neighbor’s son, in the South he be- 
longs to a different race. This gives ground for a difference 
in the status of the worker in the farmer’s home, which is to be 
expected. 

Wages. The wage of the farm hand is a complex thing not 
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easily shown in statistical tables. The cash wage is but one 
•of the many considerations. The young man who becomes a 
part of the farmer’s family often makes other matters than 
'.ash wages the deciding factor in determining whether he will 
take a position and whether he will hold it when once on the 
job. If it may be assumed that the board, the washing, and 
the living conditions have continued to play the same role in 
holding the farm hand in his position through the period for 
which wage statistics are available, it will appear that farm 
wages have greatly increased during the past half century. 

The statistics show a rise in the average monthly cash wage 
rate of men hired by the year with board from $10.09 In 1866 
to $18.05 In 1909 and a range in wages in 1909 from $10.91 in 
South Carolina to $37.50 in Nevada. When hiring by the 
season the average monthly rate with board ranged from 
$12.69 in 1866 to $20.80 in 1909; without board the rate 
ranged from $18.08 in 1866 to $28.22 in 1909. This rise in 
the average wage implies changes from year to year and dif- 
ferences from place to place in the supply, the demand, or the 
quality of the wage workers on farms. 

The wage of a given man at a given time and place is the 
result of a bargain made by the employer and the employee. 
The amount the wage worker will take depends upon his desire 
for employment and the pay offered in the various positions 
open to him. 'The amount the employer is willing to pay de- 
pends upon the use he has for the man and the number of men 
offering their services. The maximum wage is determined by 
the productivity of labor but the actual wage is the resultant 
of competition among workers for positions, and among em- 
ployers for men. Variations in wages in different parts of 
the United States and on the same job are due to differences 
in the qualities of the men, in the degree of responsibility 
placed upon the men, the character of the work, and the 
conditions of life. Differences in different localities may be 
due to differences in the relative abundance of men. It is 
probable also that differences in the cost of living will have a 
considerable influence upon the wage rate required to draw or 
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hold laborers in a given community. For example, wages are 
low in the South as compared with the Nmrth. This may be at- 
tributed to several things. The quality of the labor may be 
lower. The cost of living is less, hence the supply may mul- 
tiply on a lower income scale in the South. In the western 
states wages have been relatively high, due largely to the rel- 
ative scarcity as compared with the East. 

In general the price-fixing forces operate in much the same 
manner in determining the price paid for labor as in determin- 
ing the price paid for the products of the land. One difference 
when compared with a staple of world commerce like wheat, 
arises out of the fact that the supply of laborers does not 
move so readily from place to place to adjust itself to the 
demand as the wheat supply does. Any arrangement which 
will provide for the easy shifting of labor will tend to bring 
the wagej^ to the same level for men of the same ability in 
regions far from each other if the living conditions are the 
same. 

Variations in wages arc in part due to the differences in the 
usefulness of the employees. These differences relate to knowl- 
edge, wisdom, skill, physical strength, interest in the work, 
honesty, and temperament. In general the range in wages is 
far less than the range in usefulness. This is partly due to 
lack of a good measure of the differences, and partly because 
there is a variety of positions to be filled which require vary- 
ing degrees of ability. Then again, some men possess one 
quality, some another quality, and to the extent that each 
person finds his proper position, he realizes on his strong 
points. One may have knowledge but possess poor judgment. 
For example, a man who knows something of the anatomy of 
the horse, and knows many things about giving first aid to the 
sick in the horse barn and in the dairy, once seriously proposed 
hitching to a mowing machine a 1400-pound three-year-old 
colt which had never had a bridle on before. Another ex- 
ample is that of a man who possessed heavy muscles but who 
used poor judgment in deciding how much muscle to use on a 
given occasion. As a result fork handles were continuallv 
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broken, bolts were twisted off, and the cows’ udders suffered 
from the excessive application of muscle in milking. Again 
a man may possess good qualities but be a grouch. He may 
hate nearly every one he comes in contact with and be kept 
on the job, at ordinary wages, only because he does a lot of 
work, but be denied the high position his other qualities 
would have justified, because of this lack of self-control and 
kindly attitude toward other people. On the other hand, a 
young man who at first was so ignorant of farming that he 
walked through the hay up to a mowing machine in motion 
and into the cutter-bar, to his sorrow, and who was continually 
making mistakes which cost the farmer money, held a position, 
drew the going wage, and in a few years worked his way to a 
head position on a good farm which he filled admirably. This 
was made possible because of the fine spirit he always showed. 
He was a master at being kind, he was industrious, and he 
took great interest in the work of the farm. These qualities 
win the farmer and he will pay full wages and be patient if he 
likes the man and feels that he is improving in his work. 

The number of wage workers on farms in the United States 
increased from 3,004,061 in 1890, to 4,410,877 in 1900, to 
5,975,057 in i9io« The number of farms increased also but 
at a less rapid rate. In 1890 there were, in addition to the 
farmers themselves, 66 workers or farm laborers for every 
hundred farms. 'In 1900 there were 77, and in 1910 there 
were 94. 

While this was a period of increase in the labor supply per 
farm, it was also a period when new types of labor-saving 
machinery were coming into use. The gang plow was much 
more widely used at the end than at the beginning of this 
period. The two-row corn cultivator also tended to reduce 
the demand for laborers, and a wider harrow was drawn by the 
multiple teams used on the gang plow. 

Yet in spite of this increase in the supply of labor and the 
use of labor-saving machinery, there was apparently a relative 
shortage of labor as manifested by the talk about the scarcity 
of labor and the actual rise in wages. Either the farmers 



FARM LABOR AND WAGES 189 

fhemselves worked less (which might be their desire as good 
prices made them prosperous) or there was more work per 
farm. This might arise from an increase in the size of farms 
or from a more intensive use of the land. The fact is, the 
average size of farms in the United States fell from 146.2 
acres in 1900 to 138.1 in 1910. But the average improved 
acres increased from 72.2 to 75.2 per farm. This implies a 
more complete utilization of the farm. The total number of 
acres of land per person engaged in agriculture was about 81 
in 1900 and about 70 in 1910. Thus, in spite of the fact 
that the investment in farm implements and machinery in- 
creased from about 90 cents per acre to $1.44 per acre, each 
person engaged in agriculture operated on the average 13.5 
fewer acres. This means more intensive utilization of the land 
or less work per man. More work may take the form of 
milking cows. In Wisconsin and Minnesota where dairying 
was on the increase, the acreage per man decreased. In Indiana, 
Illinois, Michigan, and North Dakota, the ratio changed but 
little. In Nebraska and Kansas there was an increase in the 
number of acres per man. In these grain states new types of 
machinery would tend to have this effect That is, the more 
intensive farming was accomplished by means of more equip- 
ment instead of more labor. 

The demand for labor is not an absolute thing. In fact it 
is quite flexible. The farmer can make use of more or less 
labor depending uiion the cost of that labor. The farmer can 
operate his farm so as to use much or little labor. He can 
plow his land or graze it; he can feed his grain to cattle or he 
can sell it; he can keep steers and hogs or he can keep milch 
cows. Which he should do depends upon which pays best 
with a given wage scale. The higher the wage the greater the 
inclination to get along with less help and to choose a type of 
farming which makes one free from the hired man. 

Many farmers who run farms and are so well-to-do as to 
desire to hire all the work done on their farms, avoid the 
whole farm labor problem by moving off the farm and putting, 
as share tenant on the farm, a younger man who expects to 
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work hard and who has a family willing to help with the 
farm work. The farmer who stays with the farm and faces 
the farm labor question finds that his reward is little greater 
than that of his neighbor who turns over to a tenant the 
problem of getting the work done. 

The man who faces the farm labor problem and who must 
solve it for his own farm finds that custom and sentiment 
must be used for all they will bring if he is to succeed. Cus- 
tom does much to determine a wage rate which had as well 
be adhered to. Sentiment determines how difficult or how 
easy it is to secure and keep laborers at the customary wage. 

One of the real problems is finding the right man for the 
given farm. Just as custom and sentiment have much to do 
in determining the wages the farmer must pay if he decides to 
keep help and leaves him entirely free to hire or not as he 
pleases, so also do these same factors tend to retard the move- 
ment of surplus laborers from one place to another. But a 
still more important hindrance to the movement of laborers is 
the lack of knowledge of the opportunities available for the 
workers who are in the region of relative oversupply and who 
could do much better for themselves and serve a more im- 
portant purpose in another region. Lack of knowledge of the 
existence of these men on the part of would-be employers, and 
when they are heard of, lack of knowledge of the ability and 
character of thefee employees, make the calls few for move- 
ments of laborers excepting in outstanding cases like the 
annual movement of transients to the wheat fields in harvest 
time. Another retarding force is the cost of the trip, though 
in many instances the distance is not great if there were a 
means of knowing where to go. 

There is real need of a network of farm labor bureaus which 
will provide for the information as to the character and loca- 
tion of positions open and the qualities and locations of men 
available to fill the positions. A system of this kind would go 
far toward stimulating better farming for the reason that 
many a farmer now continues to tolerate inefficiency on the 
part of hired men who, if they were in danger of being 
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dropped, would do very much better work. If a bureau were 
at hand there would probably be more shifting of laborers for 
a time at least, but the result would be a better fitting of men 
to jobs, greater productivity, better wages, and larger profits. 

There are various methods of paying labor. The wage 
agreed upon may be for a year, a season, a month, a week, a 
day, an hour, or by the piece. Any of these may be suK>le- 
mented by bonuses, profit sharing, or by the sliding wage 
scale. The payment may be all in cash, but usually part in 
cash and part in kind. 

The most common method of hiring labor in the general 
and dairy farming districts is to pay a definite wage per month 
with an agreement extending for a season or for a year. In 
many instances the wage rate is different for the different 
months of the year. For example, forty dollars per month 
and board for the eight months from April to November, in- 
clusive; ana twenty-five dollars per month and board for the 
four months from December i to March 31 has been noted. 
The fundamental character of this agreement is not very dif- 
ferent from an agreement upon a wage by the month without 
any agreement as to the term of months the arrangement is 
to continue. In most instances the relation is brought to a 
close as soon as both parties are dissatisfied, even if there has 
been an agreement for an extended period of time. 

Harvest workers and transient laborers usually work for a 
definite wage per day when employed and board while at work 
and while lying over because of weather conditions which stop 
the work. 

In England the common method is to pay wages by the 
week and to settle every Saturday night. It is often the cus- 
tom to supplement this regular wage by a bonus at the end 
of harvest if all have done well. In some instances a lump sum 
is paid to the crew for putting up the harvest. Under this 
plan each worker gets his proportion of the lump sum instead 
of the weekly wage. This is a higher wage and is intended to 
stimulate more strenuous effort in the harvest field. 

Profit sharing may take the form of a percentage of the net 
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proceeds of the year’s business. This is not veiy satisfactory 
because it is very difficult to arrive at an accurate statement 
of the profits of a given year. Crop sharing or sharing the 
gross proceeds, which becomes a form of tenancy, is the most 
satisfactory arrangement if the profits are to be divided. 

The bonus has its advantages. For example, if each work- 
man in a dairy is to receive an extra wage if the bacteria count 
is kept below a certain number throughout the month, the 
bonus may prove helpful. The bonus may be used as an un- 
promised reward of industry and ability. \Vhen wisely ad- 
ministered this has a wholesome effect upon the workers. 

The piece-work wage is used on the farm in getting special 
jobs done. Corn is often husked for so much per bushel; 
plowing is done by the acre; threshing is paid for by the 
bushel; silos are filled for so much per foot, depending on the 
size; ditch digging is paid for by the rod; and berries are 
picked by the box. Many other examples of piece work will 
be noted by the observing student. 

Piece work is advantageous in that is stimulates strenuous 
activity at a time when there is an unusual amount of work to 
do. It results in a greater justice in the payment of wages 
than is secured from a standard daily wage, for each is paid 
according to the work he has accomplished. The rate of pay 
is usually much higher than the standard wage and is used in 
agriculture to draw an extra supply of labor for a short time 
as well as to speed up the work. 

The main difficulty in the piece-work system arises out of 
the danger that the quality of the work will suffer. For ex- 
ample, in husking corn by the bushel there is danger that the 
unscrupulous workman will take the large ears and leave the 
smaller and less accessible ears in the field. In this way the 
workman may damage his employer more than the work done 
is worth. To be a success the work done under the piece- 
work wage system must be subject to inspection in order that 
the quality of the work may not be slighted. 

The goal of the hired man is the position of an independent 
farmer on a farm of his own. The possibility of attaining this 
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goal depends upon many things, all of which center about the 
opportunity to learn how to farm for profit and the opportun- 
ity and the inclination to save his wages. The young man who 
receives a moderate wage and works for a successful farmer 
who himself is climbing the agricultural ladder and is in the 
process of paying for his farm, is more likely to succeed than 
the young man who receives a high wage for working on a 
farm owned by a wealthy man who is farming for show rather 
than for profit. The latter position teaches the wrong kind 
of farming methods and the wrong kind of spending habits for 
one who expects to save from his wages, become a successful 
farmer, and later buy a farm. The wise young man will give 
due consideration to the environment as well as the wage 
which the position offers, for wisdom, skill, good habits, and 
credit go farther than money in starting one on the safe road 
to success as a farmer. 



CHAPTER XV 


FARM CREDIT AND THE RATE OF INTEREST 

In the discussion of the organization of production in the 
previous chapters, it has been assumed that the farmer is in 
a position to command the instruments of production in quan- 
tities suited to his ability and to the type of farming he is 
undertaking. It is a well-recognized fact, however, that many 
farmers do not possess wealth enough to own the land and 
equipment needed. 

Farm credit is essential to good agriculture. If farmers were 
limited to the equipment and the land they could buy and pay 
for, some of them would be wasting their energies working 
with too little land or inadequate equipment, while others would 
be trying to operate more than they could use to advantage 
and be “land poor.” A good credit system is one which will 
facilitate the adjustments between those who have more than 
they can operate to advantage and those who can profit by 
q^erating more with a view to maximum economy. The period 
of a loan, furthermore, should correspond with a farmer’s turn- 
over, or, if the property is not turned over in the regular order 
of affairs but is held continuously, then the term should be 
such as will enable the farmer gradually to pay the debt out 
of his earnings. Such a credit system not only increases the 
incomes of both borrower and lender, but it increases the pro- 
ductivity of the country as a whole. Hence a good farm credit 
system is a matter of importance to all consumers as well as 
to many producers of farm products. 

Farm credit may be considered under three classifications. 
When based on the period or term for which it is needed, it is 
designated as (i) long-term credit, covering a period of three 
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to forty years, (2) intermediate credit, covering a period of 
six months to three years, and (3) short-term credit, covering 
a period of six months or less. 

When considered according to the purpose or use for which 
it is obtained, farm credit is classified as (i) land purchase 
or ownership credit, (2) development and equipment credit, 
and (3) production and marketing credit. This classification 
corresponds in part to the classification based on term. Land 
purchase credit is usually long-term credit. Credit for devel- 
opment and equipment, such as clearing, drainage, irrigation, 
building, fencing, work stock, cattle and the more expensive 
forms of farm machinery, may be obtained either as long-term 
credit or intermediate credit. Even short-term credit may 
be used for some of these purposes. Essentially, however, 
development and equipment credit falls within the second class 
from the pojnt of view of term. Production and marketing 
credit represents in part short-term credit and perhaps, to an 
equal extent, intermediate credit. 

Still another classification is frequently made according to 
the type of security. Under this classification farm credit is 
designated as (i) land mortgage credit, and (2) personal and 
collateral credit. Land mortgage credit usually corresponds 
to long-term credit and to land purchase credit. It frequently 
happens, however, that land mortgage credit is obtained for 
only a year and in exceptional cases for even shorter periods. 
Land mortgage credit may also be used for development and 
equipment purposes, although it is most commonly used for 
the acquisition of land. Both intermediate credit and short- 
term credit are based generally on personal and collateral se- 
curity. Intermediate credit is similar to short-term credit in 
the matter of security, but differs from short-term credit with 
respect to term and in some measure with respect to use. 

Long-term or farm mortgage credit is used more extensively 
by farmers than any other class of credit. Since it is used 
mainly in purchasing land and building permanent improve- 
ments, the amount of mortgage credit required is likely to be 
greatest in regions where land values are high (Figure 43). 
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Figure 43. — Almost 61 per cent of the estimated total farm mortgage encumbrance in 1920 was on farms 
in the East North Central and the West North Central States. The encumbrance on owner-operated 
farms in the United States amounted to over 67 per cent of the total. 
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According to recent estimates, the total mortgage encumbrance 
on farms in this country was approximately $7,857,700,000 in 
1920. 

It should be borne in mind that credit rests on savings and 
the accumulation of capital. Some sections of the country, 
therefore, are better provided with capital and credit facilities 
than others. To supply long-term credit and to distribute 
funds between areas of surplus and areas of deficit capital, 
various t3pes of credit agencies have been developed. Long- 
term credit may be obtained through several sources, important 
among which are the following: (i) commercial banks, par- 
ticularlj' state l:anks, trust companfes and savings banks, (2) 
life insurance companies, (3) farm mortgage companies, (4) 
sellers of land and private investors, (5) Federal an«I joint 
stock land banks, and (6) state funds and special state credit 
agencies. 

The ct mmerdal batiks are the foundation on which our credit 
system lia-i been built. They have been and still are primary 
sources of both long- and short-term farm credit. It is true, 
however, that the commercial banks of this country are organ- 
ized primarily to supply the needs of merchants and manufac- 
turers. These classes of business men have a rapid turnover 
in their business and require large sums for short periods. The 
farmer's turnover, on the other hand, is not so rapid. He 
invests in live stock, machinery, buildings and land, all of 
which are essential to the success of his business, but his 
products are not produced and sold in ninety days and the 
proceeds thereof dei>osited with the bank for a few days and 
thereupon borrowed again for another transaction. As com- 
monly operated, commercial banks have not adequately met 
the credit needs of farmers. With the growth of banks owned 
and controlled by farmers and with the work of a few prom- 
inent men in educating bankers to the needs of farmers, the 
situation has improved. Recent rural credit legislation should 
also serve to make banks of rural communities much more 
useful to farmers. 

Uic insurance companies are another important source of 
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long-term farm credit. In the last ten years their farm 
mortgage loans have almost trebled and now amount to 
roughly $1,800,000,000. Life insurance companies have been 
especially active in providing mortgage credit for the Middle 
West and the South. Their loans are made usually through 
agents who receive a commission for their services. Farm 
mortgage loans of life insurance companies are frequently 
made for periods better suited to the farmer’s needs and on 
relatively favorable terms. Farm mortgage companies are 
also an important factor in meeting the demand for mortgage 
credit. Many of the mortgages taken by these companies 
are sold to life insurance companies and other financial institu- 
tions as well as to private investors. 

Banks, insurance companies, farm mortgage bankers and 
other commercial credit agencies are probably of less im- 
portance in supplying farm mortgage credit than sellers of 
land, well-to-do farmers and other individtials in prosperous 
communities. In some sections of the country, sellers of land 
frequently take a mortgage on the land in payment for a 
substantial part of the sale price of the farm. Retired farmers 
and other individuals often have funds which they wish to 
invest in farm mortgages. Individuals so situated are familiar 
not only with local land values, but with the character and 
ability of the borrowers as well. For this reason, they are in 
a position to make loans with comparative safety and on rela- 
tively favorable terms. Many of these country money lenders 
are fine citizens and leaders for a better country life and take 
pleasure in seeing the young farmer climb the agricultural lad- 
der to a position of financial independence. On the other hand, 
some of them are selfish, close-fisted men who enjoy making 
foreclosures. 

While these commercial credit agencies during the last sev- 
eral decades have supplied farmers with large amounts of farm 
mortgage loans, yet it is true that these loans were m$de fre- 
quently at excessive interest rates and for periods that were 
not sufficiently long. Until recent years the farmers of this 
country lacked a farm mortgage credit system through which 
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they could obtain, at reasonable cost, long-term loans that 
could be paid off gradually from the earnings of the farm 
under a flexible plan of partial repayments. 

Something has been done in this and other countries to give 
the farmer a better farm mortgage credit system. More than 
a hundred years ago institutions were established in Germany 
for the purpose of lending money to the farmers at a low rate 
of interest, and the passing years proved the wisdom of this 
course of action. The most important institutions for making 
loans to farmers in Germany before the world war were the 
district cooperative credit associations (Landschaften), which 
were public or semi-public institutions operating under govern- 
ment charter for the purpose of lending money on mortgages. 
These were organizations of landowners who, by combining 
their resources into an unlimited company, were able to borrow 
money at a «very low rate of interest, which was comparable 
to that for which the government could float its bonds. As 
the institution was not intended for profit, loans were made 
to landowners at a rate just enough higher than that paid 
by the institution to cover the costs of carrying on the busi- 
ness. The margin was usually of i per cent, so that bor- 
rowers got mortgage loans at or about 4 per cent. In order 
to raise the money for such loans, the institution was per- 
mitted by public authority to issue mortgage bonds to the value 
of the mortgages held. As all members of the association were 
jointly and severally liable to the full value of their lands, 
the bonds were considered excellent investments and were 
floated frequently at the low rate of 3^2 per cent interest. 

Loans made to farmers by these institutions were secured 
by mortgages on land, and were paid off gradually under a 
plan of partial payments. If, for example, the rate of interest 
charged by the institution was 4 per cent, an annual payment 
of 4 j 4 per cent would be made. Of this amount 4 per cent 
would cover the interest and >4 of i per cent would be applied 
on the principal of the loan. Additional payments were also 
permitted and this enabled the more thrifty farmers to shorten 
the period for liquidating their loans. In some cases, these 



200 OUTLINES OF AGRICULTURAL ECONOMICS 

additional partial payments were paid in mortgage bonds, 
which could be bought at the market price. 

These mortgage bonds provided a safe and ready means of 
investing the farmers’ savings. In them the farmer found a 
safe investment whicli was as permanent as he desired to have 
it, and at the same time an investment on which he could 
realize at any time in case he decided to invest in land. Not 
only do such institutions make it possible for the young farmers 
to invest their savings until they are ready to buy, and then 
to borrow money to finish paying for the land, but they make 
it more desirable for the retiring farmers to sell their land, as 
they can invest in Lends which are as safe as the investment 
in land and can pay practically the same returns. Thus it is 
that a good credit sjTlem is the best means of keeping the 
tenant problem from becoming acute. Recent experience has 
shown, however, that it may be better to remain a tenant 
farmer a few years longer rather than to become an owner 
with excessive indebtedness. 

In recent years much has been done to improve farm mort- 
gage credit facilities in the United States. The enactment of 
the Federal Farm Loan Act in 1916 was a long step forw^ard 
in this direction; This act established a farm loan system, 
patterned to some extent on the German plan, for the purpose 
of making available to farmers farm mortgage credit at moder- 
ate rates of interest and for terms of sufficient length to enable 
farmers to repay their loans out of the income from their 
farms. Under this act twelve Federal land banks were estab- 
lished, each serving one of twelve districts into which the 
United States was divided. Provision was also made for the 
organization of joint stock land banks which are privately capi- 
talized and managed institutions. The joint stock land banks 
as well as the twelve Federal land banks are under the general 
supervision of the Federal Farm Loan Board. 

The Federal land bemks make loans usually through national 
farm loan associations of which there are over 4600 scattered 
throughout the country. These associations are chartered by 
the Federal Farm Loan Board and may be organized by ten 
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or more farmers \vho wish to obtain loans amounting to at least 
$20,000. The executive officer is the secretary-treasurer who 
acts as agent for the local association in its relations with the 
Federal land bank. The original act placed a maximum limit 
of $10,000 on individual loans, but this limit was raised to 
$25,000 in March, 1923. Loans can be made by the Federal 
land banks only to actual farmers or to individuals who intend 
to become farmers, and may not exceed 50 per cent of the 
appraised value of the land plus 20 per cent of the appraised 
value of the permanent improvements. Every borrower is re- 
quired to purchase stock in the local national farm loan asso- 
ciation equal to 5 per cent of his loan. The national farm 
loan association in turn must subscribe for an equal amount 
in the capital stock of the Federal land bank. Dividends on 
the stock of the local association may be declared after meeting 
certain requir^ptnents as to reserves. Every borrower is liable 
to the extent ot twice the amount of his stock for losses which 
the local association may sustain. 

The interest rate on Federal land bank loans can not exceed 
6 per cent. The rate may be somewhat lower since it is gov- 
erned by the rate that must be paid on funds obtained through 
the sale of bonds. The loans may run from 5 to 40 years at 
the option of the borrower, but most of them arc made for 
35 years. Payments are made in annual or semi-annual install- 
ments which cover the interest and a part of the principal 
until the loan is paid. After they have run five years, bor- 
rowers may repay their loans in full or in part on any interest- 
paying date. The funds from which these loans are made are 
obtained chiefly through the sale of tax-exempt bonds which 
are secured by first farm mortgages taken for the loans. Each 
Federal land bank may issue bonds up to twenty times the 
amount of its capital and surplus. The Federal land banks are 
jointly liable for all bonds issued by the twelve banks. 

Joint stock land banks may be organized by ten or more 
persons with a capital stock of at least $250,000. The plan 
under which these banks operate is in general very similar 
to that of the Federal land banks. The points in which they 
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differ from the Federal land banks, however, are important. 
Loans of the joint stock land banks are made direct to farmers 
as well as to other owners of land instead of throng national 
farm loan associations. Each bank may operate in two con- 
tiguous states and may make loans up to a max imum of 
$50,000 to any one individual. Borrowers are not required 
to invest in the stock of the bank, nor are they liable for 
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Figure 44. — Farm mortgage loans of life insurance companies, and Fed- 
eral and joint stock land banks. Loans outstanding as of December 
31 of each year. 


losses incurred by the bank on other loans. The outstanding 
farm loan bonds of each bank may not exceed fifteen times 
its capital and surplus, and each bank is liable only for the 
bonds issued by it. 

The Federal and joint stock land banks have made it pos- 
sible for farmers to obtain long-term credit on more favorable 
terms than ever before. The rapidity with which the system 
has developed is shown in Figure 44. Between the date of 
their organization and December 31^ IQ24 the Federal land 
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banks made loans amounting to $1,042,000,000 to almost 
340,000 farmers and the joint stock land banks made loans 
aggregating almost $404,000,000 to nearly 64,000 farmers. Dur- 
ing the last three or four years large numbers of farmers have 
taken advantage of the system to refund their debts into long- 
time mortgage loans on which they pay a lower rate of interest. 
The Federal and joint stock land banks probably have been a 
factor also in lowering and making more uniform interest rates 
charged by credit agencies throughout the country. They 
likewise appear to have had some influence upon the term of 
loan and repayment methods of other credit institutions. On 
the other hand, it is not apparent that tenants have been 
materially assisted in acquiring land by means of Federal or 
joint stock land bank loans. This may be due to the fact that 
these loans are made on a very conservative basis. 

From the foregoing it does not necessarily follow that all 
farm mortgage loans should be obtained from the land banks. 
Mortgage loans may be obtained frequently on favorable terms 
through other sources. Furthermore, farmers use a large 
amount of mortgage loans for development and equipment 
purposes, and loans of this kind which usually run from i to 5 
years are ordinarily obtained from commercial credit agencies. 

Special farm mortgage credit systems have been established 
in North Dakota, South Dakota, Oregon, Oklahoma, Minne- 
sota and Wyoming. These state systems are operated on a 
plan very similar to that of the land banks organized under 
the Federal Farm Loan Act. It is perhaps too early to ap- 
praise fairly the work of these state systems. Their opera- 
tions, however, have not been uniformly successful, and there 
may be some question if they are not a needless duplication 
of the facilities afforded by the Federal land banks. A con- 
siderable number of states also have school and other state 
funds which are invested wholly or in part in farm mortgages. 

Short-term or personal and collateral credit, which is used 
extensively by farmers in the production and marketing of 
crops, is obtained more largely through commercial banks than 
any other source. In many agricultural regions, where the 
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supply of local bank capital is inadequate, the Federal Reserve 
System has facilitated the extension of funds for production 
and marketing purposes. Credit is not advanced direct to 
farmers by the Federal reserve banks, but through member 
banks which may rediscount with the Federal reserve banks the 
notes, drafts, or bills of exchange acquired from customers. 
While the reserve banks can discount commercial paper having 
maturities of ninety days or less, they may discount paper 
issued or drawn for an agricultural purpose even though it 
has a period of nine months to run. Cooperative marketing 
associations can also issue paper which is eligible for discount 
with maturities up to nine months if the proceeds of such paper 
are used for the production and marketing of farm products. 
The resources of the Federal Reserve System, however, would 
no doubt be more available to farmers if state banks generally 
became members of the system. 

Staple farm products when properly warehoused afford sound 
collateral for short-lime loans. In the past this source of 
credit has been materially curtailed through lack of adequate 
supervision of the stored products. Much has been done in 
recent years, especially through the United Slates Warehouse 
Actf to improve the warehousing of farm products. The ware- 
house act was passed in 1916 to encourage farmers to store 
and market their products in a more orderly way, to develop 
a uniform system of warehousing for agricultural products, but 
above all, to provide a form of warehouse receipt which would 
have real loan value and which would be readily accepted by 
rediscounting agencies. During the first five years after the 
passage of the act few warehouses were licensed by the F'ederal 
Government. Since 1921, however, there has been a remark- 
able increase in the number of warehouses licensed under the 
act. Warehouse receipts issued by federally licensed ware- 
houses are accepted as prime collateral and have helped to 
broaden the sources of credit available to the farmer. 

Although commercial banks are the primary source of short- 
term loans in all parts of the country, yet there are many 
farmers, particularly in the cotton growing states, who have 
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difficulty in obtaining credit from banks and are forced to rely 
upon merchants for credit during a large part of the year. 
Merchant credit in general is expensive and unsatisfactory, and 
farmers should obtain, as far as possible, the credit they need 
from specialized credit institutions. A number of states have 
sought to improve short-lime credit facilities by passing laws 
providing for the organization and regulation of cooperative 
credit associations or credit unions, the purpose of which is 
to serve farmers as well as wage earners in cities. As yet, 
the development of rural credit unions has made material prog- 
ress only in the state of North Carolina. It is apparent, how- 
ever, that such credit associations have a useful service to 
perform, especially among small farmers and tenants. 

Since the turnover in the farm business is relatively slow, 
farmers frequently need loans for longer periods than commer- 
cial banks can conveniently and safely make. While strictly 
short-term credit has been fairly amply provided by banks, 
intvrtmcUatc credit advanced on personal and collateral secur- 
ity for periods of six months to three years has been lacking. 
In the past this gap in the personal credit facilities of farmers 
has been bridged in a haphazard way by the renewal of short- 
term bank leans. Though reliance upon the renewal of short- 
term loans mixy prove fairly satisfactory when conditions are 
normal, yet the calling of such loans in periods of depression 
and crcilil stringer.cy usually works severe hardship upon 
farmers. 

The Ar^ricitUttral Credits Act was passfed in 1923 to provide 
the fanner intermediate credit adapted to his special needs. 
Under this act twelve Federal intermediate credit banks were 
established nith districts corresponding to those of the Federal 
land banks. Each inicrmediate credit bank is operated in 
close connection with the Federal land bank of the district, 
and is provided a capital not exceeding $5,000,000 which is 
subscribed by the Federal Treasury. Additional funds up to 
ten times the capital and surplus of each bank may be ob- 
tained for making loans through the sale of tax-exempt col- 
lateral trust debentures. These debentures are secured by the 
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agricultural paper accepted by the banks. The twelve inter- 
mediate credit banks are jointly liable for the debentures 
issued by any of the banks. 

The intermediate credit banks provide credit to farmers 
either by discounting agricultural and live stock paper for 
banks, live stock loan companies and other credit institutions, 
or by making direct loans to farmers’ cooperative associations, 
when such loans are secured by warehouse receipts or by 
mortgages on live stock. They are not permitted to make loans 
direct to farmers. 

Agricultural paper having a maturity of six months to three 
years may be discounted with the intermediate credit banks 
either through local banks or through agricultural credit cor- 
porations, which may be organized specifically for this purpose 
if adequate accommodation is not given by already established 
credit institutions. Agricultural credit corporations may be 
organized by any group of citizens. They must be incorporated 
under state law and must have a minimum capital of $10,000 
in order to obtain the rediscount privilege. Their rediscounts 
with the intermediate credit banks may be made up to ten 
times their capital and surplus. Discount rates charged by 
the intermediate credit banks may not exceed by more than i 
per cent the rate paid on the last debentures issued. On the 
other hand, banks and other credit institutions which redis- 
count their paper with the intermediate credit banks can not, 
except by special ruling of the Federal Farm Loan Board, 
charge their borrowers an interest rate which exceeds the 
discount rate by more than per cent. 

Cooperative marketing associations may obtain direct loans 
when secured by warehouse receipts or shipping documents 
on staple agricultural products, such as grain, cotton, wool, 
tobacco, peanuts, broom corn, beans, rice, alfalfa and red top 
clover seed, hay, nuts, dried prunes, dried raisins, and canned 
fruits and vegetables. The interest rate on direct loans must 
not exceed by more than i per cent the rate paid on the last 
issue of debentures sold. 

The Agricultural Credits Act of 1923 also authorizes the 
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organization of privately financed national agrictditaral credU 
corporations, chartered by and operating under the Comptroller 
of the Currency. Corporations so organized may make direct 
loans to individuals and also rediscount agricultural paper. 
They may, likewise, issue debentures up to ten times their paid- 
in capital and surplus. Under the original act, however, they 
were not permitted to rediscount their paper with the Federal 
intermediate credit banks and this may explain in part the 
fact that no national agricultural credit corporations have been 
organized. An amendment to the act was passed in the spring 
of 1925 extending to such credit corporations the rediscount 
privilege of the intermediate credit banks. 

The Federal intermediate credit system has opened up a 
new channel through which agricultural districts in need of 
capital may obtain credit from regions of loanable funds. 
Through the sale of debentures, which are tax-exempt and 
issued under government supervision, this system should place 
agriculture in a position to compete for working capital on 
more nearly equal terms with commerce and industry than 
has hitherto been the case. It should no longer be necessary 
for the farmer to rely on strictly short-term credit for his 
longer intermediate credit needs. 

The system, iiowever, is in its infancy and it is too early to 
appraise its work. During the short period in which the 
banks have operated, a substantial amount of credit has been 
advanced for agricultural purposes (Figure 45). From the 
date of their organization in the fall of 1923 to December 31, 
1924 the twelve intermediate credit banks made direct loans 
amounting to $91,775,000 and rediscounted agricultural paper 
amounting to $42,762,000. Most of the direct loans have been 
made to the cotton, tobacco and raisin cooperative marketing 
associations. On the other hand, the rediscount service of the 
system has been used mainly by agricultural credit corpora- 
tions and live-stock loan companies. The future development 
of the system will depend in no small measure upon the extent 
to which country banks, farmers, and cooperative marketing 
associations avail themselves of the new facilities provided. 
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One effect of a good credit system is to encourage land own- 
ership on the part of farmers. Much has been said of the in- 
spiration which comes from ownership of land and which leads 
to better farming and better citizenship. Much might be said 
of the greater joy of life on the owned farm where the home 
can be beautified with assurance that the worker may reap 
the reward of his efforts. 

Cn the other hand, better credit frequently results in greater 
indebtedness. In a period of rising prices when the value of 
the farm is rising while the debt is being paid with money 
which is ever more easily obtained, indebtedness has few 
horrors. But in a period of falling prices v»^hen the value 
uf the land falls as rapidly as the debt is paid, and when the 
dollars are ever harder to get, the joy of ownership becomes 
entirely overshadowed by the fear of foreclosure. To insure 
that a credjt system shall be a blessing it may be desirable 
to introcfuce' sorne plan which will stabilize the purchasing 
power of the dollar. 

Credit is based not only on the property which is pledged 
as security, but also on the confidence which the lender has 
in the character and ability of the borrower. A farmer, there- 
fore, should make every effort to acquire and maintain a good 
credit standing. Prompt repayment of loans and accounts 
when due, the efficient organization and management of his 
farm, and the ability to present satisfactory financial state- 
ments of his business are important factors in establishing good 
credit connections. His credit standing can also be improved 
by the use of life and property insurance. 

While it is advantageous for the farmer to have ready access 
to credit, it is also true that the unwise use of credit will do 
him more harm than good. The use of credit creates obliga- 
tions or debts which must be paid at some future date. Debts 
may be paid out of current earnings or out of savings. Sav- 
ings represent accumulated earnings and as a rule should not 
be drawn upon for the payment of current obligations. Farm 
savings, furthermore, are usually invested in land, equipment 
and other forms of non-liquid assets, which can not readily be 
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converted without loss into cash for the payment of current 
debts. Credit obtained by farmers for the purpose of increasing 
their earnings should be paid normally out of such earnings. 

Credit may be obtained for productive as well as non-produc- 
tive purposes. When credit is obtained for the purpose of 
conducting farm operations more efficiently, payment normally 
can be made from the earnings which result from its use. 
Credit also may be obtained for purposes which are beneficial 
but which do not add to the productivity of the farm. When 
loans for purposes of this kind are obtained, care should be 
taken by the farmer to ascertain that payment of them can be 
made without seriously impairing his assets or creating burden- 
some debt. As a rule, farmers should borrow largely for pro- 
ductive purposes, and keep their loans and accounts well within 
their earnings. Many farmers, in fact, can materially reduce 
their credit requirements through better organization of their 
farm business. A well-balanced type of farming based on a di- 
versity of crops and live stock yields throughout the year a cash 
income which lessens the need of borrowing. » 

The extent to which credit may be used wisely in normal 
times may be quite different from its proper use under abnor- 
mal conditions. When times are good and credit is easy, 
there is often a temptation to borrow too freely and to incur 
debts which can not be met out of normal farm earnings. On 
the other hand, in periods of low prices and depression, it may 
be very desirable to use credit more extensively in order to 
tide over financial difficulty until prices and conditions again 
become normal. When prices of farm products are low and 
hard times are general, creditors are likely to press for the 
pa3anent of their accounts. Many a farmer during the last 
several years has lost the savings of a lifetime because he was 
unable to meet his obligations or provide security for their 
payment. The farmer, therefore, who follows a sound credit 
policy will borrow not in excess of his legitimate needs and 
will also provide, in so far as possible, a reserve of liquid 
assets upon which to draw in times of emergency. 

In view of the high cost of land, equipment, and labor, the 
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prospective farmer should have a reasonable amount of capital 
of his own before he undertakes to purchase and operate a 
farm. Frequently the net returns on capital invested in farm- 
ing are much below the interest rates which must be paid for 
borrowed funds. It is ordinarily unwise, therefore, to operate 
a farm solely on borrowed capital. 

It has been claimed that a credit system which lowers the 
interest rate increases the value of the land and in this way 
makes it necessary for the prospective buyer to pay the same 
total amount of interest and a larger principal. The effect 
of better credit, in this regard, depends upon the source of 
the funds. If, for example, the Federal farm loan bonds are 
sold in New York City and the money is borrowed by Iowa 
farmers, the effect might be to force the price of land up. 
On the other hand, if the bonds were marketed in the same 
region where the money is borrowed, the effect might be very 
different. Many farmers in Iowa buy more land than they 
care to farm because they have no other safe investment avail- 
able. When Federal farm loan bonds can be bought at the 
country banks in Iowa many farmers who are now paying high 
prices for land just as a safe investment and many retired 
farmers who hesitate to sell their farms for lack of a safe 
investment will prefer bonds to land. The result will be that 
many of the strongest bidders for land will cease to buy and 
many holders of land will decide to sell. This will tend to 
increase the number of farms for sale and decrease the demand 
from one class of buyers at the time when an increasing number 
of young farmers are buying because of the better credit system. 
What the result of these varied forces will be is hard to predict, 
but where the whole system is handled in a satisfactory man- 
ner both landlord and tenant may be benefited by encouraging 
ownership in place of tenancy. 

Interest is paid for the use of borrowed money. This money 
may be borrowed to invest in land or equipment, to pay labor, 
or to buy the necessities of life. In ancient times money was 
borrowed primarily to buy subsistence. At that time the 
charging of interest was looked upon as wrong, just as we 
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would look upon it as wrong for a farmer to refuse to lend 
his ax for half a day free of charge to the son of a poor 
widow, in order that he may cut some stovewood for his 
mother. The charging of any interest was once called usury. 
Now only the charging of an excessive rate is called usury. 
This change of attitude is due to the fact that in modern life 
loans are usually made for productive purposes. 

While the farmer pays interest nominally for the use of 
money, he really obtains the use of the equipment purchased 
with the money. It is the equipment which is productive. 
That is, the farmer working with teams, tools, and machinery 
can usually produce more than when working without them. 
Where this is true he is willing to pay for the use of this equip- 
ment. Furthermore, if he has not the means of acquiring the 
equipment when needed he is willing to pay a premium to have 
it now rather than wait until he can earn the money with 
which to buy it. This premium takes the form of interest paid 
for the use of borrowed money. How much the borrower is 
willing to pay for such funds depends upon what he hopes to 
gain by their use. This varies greatly with different people and 
with different investments for the same people. At a given 
time the demand for loanable funds will depend upon the 
number of fine prospects for investments and upon the interest 
rate. 

Why do the lenders of money insist upon charging interest? 
Some of these money lenders are unable to direct productive 
agencies. Widows and orphans are often given as examples of 
this class. There are others who have more than they can 
manage to great advantage and who will lend the money to 
others if the interest rate is better than the rate of return 
they can make on their funds when used by themselves. The 
choice between lending and not lending is not always a choice 
between two classes of investment ; it may be a choice between 
saving and spending. The higher the interest rate the bor- 
rowers are willing to pay, the more inducement there is to 
refrain from present consumption in order to have money to 
invest. Some economists attempt to measure interest in terms 
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of the premium which people place upon present consumption 
over future consumption. According to the law of diminishing 
utility after an individual has satisfied present wants to a cer- 
tain point, future wants seem more important than the unsatis- 
fied present wants. The character and culture of the indi- 
vidual will in each case determine where this point will be 
found. There are always people who will save whether or 
not they receive a premium in the form of interest- for doing 
so. There are others who would not save even if the rate 
of interest were very high. There are still others who will 
save and lend money if they are paid for doing so. With 
people as they are at a given time, the amount of saving will 
depend upon the extent to which the present wants seem more 
important than future wants and by the premium offered in the 
form of interest to counterbalance this greater present im- 
portance. 

It has been's'iiown why funds are useful and why they are 
scarce. Hence a market value is placed upon their use; this 
market value expressed in terms of money is the interest 
charge. The rate of interest at any given time is determined 
by the opportunities for productive enterprises and the number 
and energy of the men who want funds for this and other pur- 
poses, that is, the intensity of the demand for funds, the 
abundance of funds, and the relative importance of present 
and future wants in the minds of potential lenders. In other 
words, price-determining forces work here as elsewhere. 

While the interest rate ordinarily is used as a measure of the 
market value of money, there are other items, such as dis- 
counts, bonuses, commissions and other extra charges, which 
enter the cost of farm credit. Differences which appear in 
interest rates, therefore, may be offset, in some measure, by 
additional charges of this kind. In general, however, the varia- 
tions in interest rates between different parts of the country 
are marked, and reflect the influences which affect the cost of 
credit. The lack of uniformity in interest rates is well illus- 
trated in the accompanying map (Figure 46). These differ- 
ences are the result of many factors which operate with varying 
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Figure 46. — Interest rates on farm mortgage loans are highest in regions far removed from centers 
of loanable funds and where the element of risk is relatively great. 
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degree of intensity in the different parts of the country. The 
variations in rates also appear to be more pronounced in the 
case of loans based on personal and collateral security than 
with loans based on farm mortgages. 

Interest rates reflect the demand for capital and the supply 
of capital. The demand for capital varies in intensity with 
the opportunities for its profitable use. The intensity of the 
desire for funds is frequently greater in new and undeveloped 
regions than in well-settled parts. The seasonal demand may 
also influence the rate. Where funds are kept continuously 
in use interest rates tend to be lower than in regions where 
the demand for them fluctuates widely from one season of the 
year to another. If funds must lie idle half of the year await- 
ing a seasonal demand, a high rate must be charged for the 
period such funds are in use in order to yield a normal average 
interest rate for the year, or funds must be imported, at some 
expense, for .thl* demand period and sent elsewhere for invest- 
ment the remainder of the year. 

The supply of loanable funds has an equally great influence 
upon the rate of interest. The rate tends to be lower in re- 
gions where there is a surplus of savings than in regions where 
local savings are not sufficient to care for the needs of in- 
vestors. Many lenders of money are willing to accept a lower 
interest rate in order to have their funds close at home where 
they may frequently view the security behind the investment. 
Others are willing to lend their funds in regions removed from 
their homes, but exact a higher interest rate to cover the addi- 
tional cost of determining and supervising the security of the 
loan, and any additional risk which may attach to the loan. 
Financial institutions which help mobilize and distribute funds 
between areas of surplus and deficit capital perform a service 
which must be rewarded, and this, of course, adds to the cost 
of credit. 

The element of risk naturally affects the interest rate. The 
fact that some loans are safer than others is legitimate ground 
for differences in rates. If there is any chance of losing the 
principal of a loan, a certain amount of insurance is added to 
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the interest rate to compensate the money lender for taking this 
risk. The safety of a loan may depend upon the character 
and ability of the borrower, upon geographic conditions which 
influence agricultural production, and upon methods and types 
of farming. Some farmers are more efficient, thrifty, and 
dependable than others, and lenders have more confidence in 
their ability to pay their loans at maturity. In regions of 
poor soils or unfavorable climatic conditions agricultural pro- 
duction is frequently uncertain, and greater risk as a rule 
attaches to loans in such regions. This accounts in part for 
the higher interest rates which obtain in the semi-arid regions 
of the West. Some influence also appears to be exerted by 
the type of farming. In one-crop regions the chances of loss 
are relatively greater than in sections of diversified farming. 
This partially explains why rates are relatively higher in parts 
of the cotton and wheat belts. 

It often happens, however, that lack of knowledge on the 
part of the lender makes him assume that the risk is great 
where in fact it is small. Cooperative credit associations, made 
up of farmers who know each other, can reduce greatly the 
amount of risk by eliminating the dangerous loans, and by 
carrying for themselves the risk which otherwise would fall 
upon the money lender. This partially explains why the credit 
association can borrow at a lower rate than can the individual 
members of the association. 

Mention should be made of other factors which influence 
the interest rate on farm loans. The Federal Farm Loan 
System has operated to reduce and even up the interest rates 
on farm mortgage loans in various parts of the country. This 
has resulted from using tax exempt bonds and charging a 
uniform interest rate for all parts of the country. It is prob- 
able that a somewhat similar influence will be exerted on 
short-time loans by the Federal Intermediate Credit System. 
High land taxes, as well as the taxation of farm mortgages, in 
some states probably also have some effect on loatl rates of 
interest. Furthermore, ineffective organization of the bank- 
ing system and resulting excessive overhead costs may account 
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in some measure for the higher level of interest rates that 
obtain in some areas. 

It frequently happens that interest is included in the sde 
price of land. For example, a certain retired farmer sold his 
farm and took a mortgage for $12,000 at 4J/2 per cent annual 
interest. When asked by the writer why he made the interest 
rate so low, he replied “Well, I was getting a long price for 
the farm.” Often the buyer who may have been in the habit 
of paying rent, thinks especially of the amount he will have to 
pay in interest each year. A desire to keep this amount low 
may result in paying too high a price for the farm if he is 
favored by a low interest rate. The purchaser should keep 
both sale price and interest rate in mind when making the 
bargain. 

The privilege of paying the loan under a plan of partial 
payments may be as important as the interest rate paid. A 
borrower may'^b-Zctcr afford to pay a somewhat higher rate of 
interest if he be permitted to apply his earnings at frequent 
intervals in liquidating the loan. If the farmer has a loan 
which must be paid off m a lump sum at its maturity, he 
must invest or deposit his annual savings, often at lower in- 
terest rates, to accumulate the full amount of his loan. This 
may prove more costly than would the payment of a higher 
interest rate on an amortized loan. Where the borrower can 
obtain a part of his funds at a low interest rate, and a part 
at a higher rate with the privilege of making partial repay- 
ments, he will be in position to benefit by both methods of 
payment. 



CHAPTER XVI 

INSURANCE NEEDS OF THE FARMER 

The insurance needs of the farmer embrace nearly all forms 
of protection offered by fire, life, and casualty insurance com- 
panies. Indeed, few if any economic groups need such a wide 
variety of insurance protection as does the farmer. 

Protection against loss from fire is quite as necessary to the 
farmer as to the city man, while such coverage against light- 
ning and windstorm is even more generally needed in the 
country than in the city. The farm building is more exposed 
to wind, as well as to lightning, than the individual city build- 
ing, and in the case of severe storm farm buildings are in 
general more subject to destruction because of their exposure 
and the relatively light framework which characterizes their 
construction. While the lightning hazard can be reduced to 
a minimum by the rodding of buildings and the grounding of 
fences, the windstorm hazard can not be greatly reduced ex- 
cept by the use of construction material which is somewhat 
beyond the means' of most farmers. 

The farmer’s need of life insurance is as great as that of 
men engaged in other industries. For all classes, the real 
need for this form of protection is in inverse relationship with 
the wealth already accumulated, while it increases directly 
with the number of dependents and the standard of living 
to which the dependents have become accustomed. The need 
for accident insurance on the part of the farmer exceeds that 
of the average city dweller, although no doubt falling some- 
what below that of the miner, the railroad employee, and 
those employed in other occupations. The employer of labor 
on the farm needs liability insurance, as well as insurance 
against accidents to himself. 
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In addition to these relatively common forms of insurance, 
the need for which may be said to be more or less universal, 
the farmer, in order to be as thoroughly protected as the 
merchant or manufacturer, should have live-stock and crop 
insurance. It is not possible in a brief chapter to discuss fully 
the farmer’s various insurance needs and the means of satis- 
fying them. Only a brief outline of the more important ones 
and the corresponding insurance facilities will be attempted. 

Fire Insurance. Protection against loss by fire very gener- 
ally includes protection against loss by lightning, whether fire 
ensues or not. This fact is of peculiar importance to the 
farmer because of the relatively frequent loss of live stock 
through the lightning hazard without the occurrence of fire 
in the generally accepted sense. Two main types of insurance 
agencies which provide fire insurance for the farmer are old- 
line or joint-stock fire insurance companies and farmers’ 
mutual compal-iiijsj organized and operated by the farmers 
themselves. A third, though less important type from the 
present point of view, is to be found in the larger mutuals 
doing a general insurance business on a plan more or less 
similar to that of the joint-stock insurance companies. Of 
the total amount of fire insurance carried by farmers, about 
one-half is in farmers’ mutuals. While only about two-fifths 
of the farm property subject to loss by fire is insured in these 
companies, a considerable part of such property is not insured 
at all. This is particularly true in some of the southern 
states where commercial insurance rates are high and in- 
surance on the local mutual plan is little developed. 

Rural cooperation in the field of fire insurance has in gen- 
eral proved highly successful. Indeed, it may be doubted if 
any other form of cooperation among farmers in the United 
States can show so large a percentage of success. The present 
number of farmers’ mutual fire insurance companies is ap- 
proximately 2000 and the volume of risks carried by these 
companies approximates eight billions of dollars. The average 
cost of insurance in these companies for the United States as 
a whole is about twenty-five cents per hundred dollars a year. 
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By states this average varies from less than twenty cents for 
some of the states in the Middle West to nearly sixty cents 
for certain of the southern states where companies of this 
kind exist. Since the cost in commercial companies on a 
three-year-term basis varies from about thirty-five cents for 
some of the northern states to about $1.50 for certain states 
of the South, the saving to southern farmers through mutual 
insurance is greater than that of northern farmers. 



Figure 47. — Location of existing Farmers’ Mutual Fire Insurance Com- 
panies in the United States. 


The explanation of the relatively low cost in farmers’ mu- 
tuals is to be explained in part by the elimination of some 
of the physical hazards through more careful inspection of 
risks and insistence upon reasonable standards of safety. 
Even more generally, however, is the moral hazard greatly 
reduced if not entirely eliminated. This is done by the avoid- 
ance of over-insurance and the development of a spirit of 
good will toward and pride in the organization. Finally, the 
expense item in the cost of insurance is greatly reduced by 
reason of much free service, moderate and in many cases un- 
duly small salaries, general absence of high rents, heavy travel- 
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ing expenses, attorney fees, and other costs incidental to a 
commercial insurance business. 

The location of existing farmers^ mutual fire insurance 
companies may be seen from the map, page 220. The relative 
lack of development of this form of cooperation in the southern 
states is to be explained, no doubt, partly by tenancy and 
race problems, partly by the lack of suitable state laws 
governing the organization and regulation of such companies, 
and partly by the fact that a generation ago a number of ill- 
considered attempts were made in the South to organize state- 
wide companies operating through county branches. What- 
ever may have been the motives of the original organizers or 
promoters, many of these state organizations fell into the 
hands of men who looked upon the insurance company as a 
means of serving themselves rather than the farmers of the 
state. These promotions had little real resemblance to the 
relatively IbcaJ mutual fire insurance company predominating 
in the more northerly states and gradually gaining a foothold 
also in many of the southern states. Only in a few outstanding 
instances have farmers’ mutual fire insurance companies oper- 
ating on a state-wide basis proved truly successful. 

Nearly all of the eastern and west-central states, as well as 
most of those faaher west, have separate chapters in their 
insurance laws prescribing suitable rules for the organization 
and management of farmers’ mutual fire insurance companies. 
The southern states in general lack proper legislation on this 
subject. In some cases scattered provisions in the general 
insurance laws refer to companies of this kind, but leave their 
regulation very much to the discretion of the insurance com- 
missioner. In some of the southern states, as well as in some 
of those in New England, it is not possible to organize a farm- 
ers’ mutual fire insurance company of the type that has 
proved most generally successful, except by special charter 
from the state legislature. 

The earliest farmers’ mutual fire insurance law was enacted 
by the State of New York in 1857. A few years later the 
states in the Middle West began to enact similar laws. A 
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considerable number of the companies in the East, as well 
as some in the West antedate, however, by many years the 
existence of separate laws on this subject. Some of these 
were incorporated by special act of the legislatures, others 
were organized under general insurance provisions applicable 
to companies of varying types, and a few were organized on a 
partnership plan without incorporation or other special legal 
sanction. The oldest farmers’ mutuals, so far as records re- 
veal, date from the third decade of the last century. About 
half a hundred of the existing companies were organized be- 
fore 1850. Over 200 of the present companies have been in 
operation for more than fifty years. The period of most rapid 
organization of companies of this kind was the decade from 
1870 to 1880, nearly 500 of the existing companies having 
been organized during this decade. These facts seem to indi- 
cate that, for a large section of the country, at any rate, mutual 
fire insurance is no longer an experiment.^ 

Many of the early laws limited the farmers’ mutual in- 
surance companies to a single township. While later laws 
have generally permitted their extension to one or more coun- 
ties — the earlier laws having been amended in this particular — 
there are still between one and two hundred companies which 
limit themselves to a single township. The mor^' common 
business territory is, however, a group of townships or a 
given county, more^than half of the total number of companies 
covering such areas. Most of the remaining companies operate 
in two or more contiguous counties, while a few operate in an 
entire state. 

Form of Organization, The farmers’ mutual fire insurance 
company, though organized on the mutual plan and without 
capital stock, is a business corporation. As such, it can sue and 
be sued, own property and conduct other business incidental 
to its main purpose of providing insurance protection. The 
management is vested in a board of directors, the maximum 
and minimum numbers of which are usually provided for in 
the state law. The number of directors varies in practice from 

*U. S. Department of Agriculture Bulletin 786. 
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three to as high as thirty or even more. Only in a relatively 
few cases, however, are there fewer than five directors or more 
than fifteen. The most frequent number of directors for such 
companies is nine. 

The directors are elected by the members at an annual 
meeting, the term being as a rule either one or three years. 
Where a three-year term is provided for, the directors are 
usually elected by classes, the term of one class, or of one-third 
of the directors, expiring each year. In the election of di- 
rectors, each member as a rule has one vote without reference 
to the amount of insurance carried by him. In the relatively 
few exceptions to this rule, votes are allotted on the basis of 
amount of insurance carried and, in a very few instances, on 
the cruder basis of number of policies held by the individual. 

The officers of the company, which usually consist of presi- 
dent, vice-president, secretary and treasurer, are elected by 
the directors, liic term with a few exceptions is one year. 
The offices of secretary and treasurer are frequently held by 
the same individual, although the prevailing plan is to have 
one official for each of these positions. 

Approximately four-fifths of the farmers^ mutual fire in- 
surance companies operate under a form of unlimited liability, 
the insured obligating himself to pay his pro rata share of all 
losses and expenses properly incurred by the company. In 
the case of companies which limit the liability of members, 
such liability averages somewhat less than $1.50 per hundred 
of insurance per year during the term of the policy. Of the 
companies which limit the liability, some require the signing 
by the member of ? note evidencing such liability, while other 
companies of this class, in common with the larger number 
having unlimited liability, rely on a clause in the application 
for insurance as evidence of the liability assumed by the 
member. 

Method of operation. While a considerable number of 
farmers’ mutuals appoint special agents for the solicitation of 
membership and insurance, the prevailing plan is to assign the 
duties of taking applications to the officers and directors, each 
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official acting in his own locality. Most of the farmers’ mu- 
tuals carry on a more or less active campaign for membership. 
A number of these organizations, however, pride themselves 
on the fact that membership is not solicited, the admission to 
membership being considered a favor to the applicant rather 
than to the organization. 

The compensation for the taking of applications in the 
case of a considerable majority of the farmers’ mutuals con- 
sists of a fixed fee per application, regardless of the amount of 
insurance involved. The amount of such fee is rarely less than 
$i and even less frequently more than $2, $1.50 per application 
representing the most common amount paid for this service. 
The fixed-fee plan, in contrast with that of paying a per- 
centage commission, has the important advantage of leaving 
the representative of the company free from any temptation 
to place more insurance than the value of the property war- 
rants. 

A few of the farmers’ mutuals collect full cash premiums in 
advance on the plan almost universally followed by joint- 
stock fire insurance companies. The large majority, however, 
rely upon assessments for most of the funds with which to 
meet the obligations- assumed. While assessments constitute 
the main source of income, a small membership or policy fee, 
together with a small initial premium based on the amount of 
insurance, is usually collected. The average amount of the 
membership or policy fee is little more than sufficient to com- 
pensate the representative of the company who writes the 
application. It is becoming an increasingly prevalent practice, 
however, for these companies to collect approximately one 
year’s cost of insurance at the time of taking the application 
and then to levy assessments in advance for each of the suc- 
ceeding years. 

The original plan with reference to the raising of funds 
seems to have been the levying of an assessment after each 
material loss. After a company attains to reasonable size, 
however, this practice becomes well nigh impossible and the 
plan of advance assessments based on anticipated needs of the 



INSURANCE NEEDS OF THE FARMER 


225 


company seems to be preferable to the plan followed by a 
smaller number of organizations, namely, that of borrowing 
money with which to pay losses for one or more months and 
then levying an assessment sufficient to repay the loans. 

The plan of reasonable initial premium charges with annual 
advance assessments has the advantage not only of enabling 
the company to pay its losses as they occur without delay or 
embarrassment, but in addition avoids the possibility of hav- 
ing a member avail himself of the protection of the company 
for a term of months or perhaps for a year or more, and then 
neglecting or refusing to pay his share of the assessment with- 
out unpleasant and expensive coercion on the part of the com- 
pany. Under the initial premium and advance assessment 
plan an individual dropping out of the company will as a rule 
have fully paid for the protection he received and his with- 
drawal from jthe organization will occasion the latter no fi- 
nancial loss. L rider any and all of these plans the company 
has power to levy a special assessment at any lime to make 
good an unusually heavy loss or scries of losses. The possible 
demand for such special assessments is being rapidly reduced 
by these companies through the increasingly prevalent prac- 
tice of building up a reasonable surplus or reserve upon which 
the company may draw in case losses in any year should 
prove unusually large or numerous. 

The adjustment of losses in farmers’ mutual fire insurance 
companies is sometimes placed in the hands of a single mem- 
ber who acts as general adjustor. In other cases the various 
directors, each in his own district, adjust losses of minor 
amount, while a committee composed of certain directors or 
officers is called upon to act in the case of larger losses. The 
plan of having the directors adjust losses, each in his own 
neighborhood, is undoubtedly the most economical plan as far 
as expense of adjustment is concerned, but it is highly im- 
probable that such adjustments will be as equitable as when a 
given member of the company specializes in performing this 
service. 

One of the decided shortcomings of farmers’ mutual fire 
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insurance companies operating in a limited area has been the 
lack of facilities for re-insuring the larger risks placed on the 
books of the company. The general lack of re-insurance fa- 
cilities is remedied in some states by permitting the local 
mutual to go outside of its legal territory to write joint or 
concurrent insurance with the company in whose territory such 
risk is located. Under this plan a four thousand dollar farm 
building may be insured to the extent of approximately $1500 
in the local company, while another $1500 is written as con- 
current insurance by a neighboring company. In other states 
the laws have been so amended as to permit one company to 
grant re-insurance to another farmers’ mutual which has as- 
sumed or desires to assume a risk too large to be carried on 
its own liability. Furthermore, in the states of Iowa, Indiana, 
and Minnesota, special re-insurance organizations have now 
been organized to serve the farmers’ mutuals of their respec- 
tive states. 

In about twenty states the farmers’ mutuals, sometimes in 
cooperation with larger general mutuals, have formed state 
associations of mutuals. The main purpose of these associa- 
tions is to give opportunity to representatives of the member 
companies to discuss- methods and plans with a view to their 
improvement and unification. Through such associations 
united pressure is often brought to bear in favor of needed 
legiriation or in opposition to measures unfriendly to the mem- 
ber organizations. A considerable number of the farmers’ 
mutuals also affiliate with a national association of mutual 
insurance companies which includes casualty as well as fire 
insurance mutuals. 

Windstorm insurance. The insurance of farm property 
against windstorm, as well as that against fire, is written both 
by joint-stock insurance companies and by mutual companies. 
Most of the windstorm insurance carried by joint-stock com- 
panies applies to risks which are insured by the same company 
against fire. About one-sixth of the farmers’ mutual fire in- 
surance companies also write policies covering both of these 
hazards. This double coverage is often referred to as com- 
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bined protection. In addition to the companies writing com- 
bined protection, there are 55 specialized windstorm insurance 
mutuals. Most of these are located in the states usually re- 
ferred to as the Middle West. Furthermore, ten mutuals are 
authorized to write windstorm insurance on buildings and 
other property, and hail insurance on growing crops. 

In several states, notably Iowa, Indiana, Missouri, Ohio, 
North Dakota and South Dakota, one windstorm company in 
each state has either been organized by delegates to the con- 
vention of the state association of fire insurance mutuals or 
has obtained the special endorsement and support of such as- 
sociation. These windstorm mutuals, operating as they do 
in close cooperation with the local fire insurance mutuals, are 
peculiarly in position to give protection against the windstorm 
hazard at a minimum cost. Applications for insurance in 
these mutuals^ are almost invariably written by representatives 
of the local fire insurance mutuals. This combination of 
duties makes it possible to perform the service as agent of 
both organizations at a minimum of cost. Furthermore, 
through this cooperation, the windstorm mutual has the op- 
portunity of placing on its books a large volume of business 
well distributed over the entire state and thereby attaining to 
a position which enables it to deal with windstorm hazard on 
a sound and scientific basis. The annual meeting of the wind- 
storm mutual in instances of this kind is usually held the day 
before or the day after the state convention of mutual insur- 
ance companies, thus insuring a widely distributed representa- 
tion of the membership even though small in proportion to 
the total membership. 

The cost of windstorm insurance in the mutuals has av- 
eraged approximately ten cents per hundred dollars a year, 
which is about one-half of the average commercial premium 
for this form of protection. Even with a relatively large 
volume of business, however, the insurance cost in the wind- 
storm mutual is likely to vary more than the cost in the county 
fire insurance mutual with an average volume of business. 
This is due to the radical difference in the windstorm hazard. 
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as compared with that of fire. Limiting our considerations 
to farm property, it will readily be seen that, barring frontier 
communities where extensive forest or prairie fires are still 
possible, each group of farm buildings and to a considerable- 
extent each building within the group is a separate and dis- 
tinct risk. The law of average will, therefore, tend to apply 
to the losses of the farmers* mutual fire insurance company 
as soon as a few hundred risks are on its books. In case of a 
windstorm insurance company, however, the situation is quite 
different. A severe windstorm is likely to cut a broad swath 
across an entire county or even across one or more states, 
leaving in its wake a large number of wrecked buildings and 
other damaged or destroyed property. 

Because of this difference between the windstorm hazard 
and the fire hazard, it is highly unwise for a fire insurance 
mutual operating in a single county, or some other closely 
limited area, to attempt to give windstorm protection in ad- 
dition to that of fire. In fact, one of the most frequent causes 
of failure among local fire insurance mutuals in states where 
the writing of combined protection is permitted by law has 
been that of severe windstorm losses. Even the plan in vogue 
in Illinois, for example, of limiting the territory of specialized 
windstorm insurance companies to a given number of counties, 
comprising a district considerably larger than the territory 
permitted to the farmers, fire insurance mutuals, may 
be said to be unsatisfactory. An entire state of average size 
is by no means too large a territory for the windstorm in- 
surance mutual. If proper cooperation with the local fire in- 
surance mutuals is obtained, democratic control is possible in 
spite of this relatively wide distribution of its risks. 

Live-stock insurance. Insurance against loss of live stock 
by disease or accident, coupled in some instances with fire and 
theft insurance, is written by twelve or more laiger live-stock 
insurance companies organized on the joint-stock plan. In 
general, these companies operate in a considerable number of 
states in addition to the one in which they have their own 
office. Most of the insurance written by these companies is 
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on horses and cattle, but at least three specialize in the in- 
surance of hogs. These companies as a rule write annual 
policies only and charge fixed premiums in advance. Larger 
risks are distributed among several companies by means of 
re-insurance contracts. 

In addition to the above mentioned joint-stock companies 
operated on a commercial basis, there are about thirty local 
live-stock insurance companies, nearly one-half of which are 
in Pennsylvania and most of the others scattered throughout 
the Middle West. 

These mutuals operate as a rule on the assessment plan 
much after the manner of the farmers’ mutual fire insurance 
companies. Most of them limit their operations to a single 
county or a smaller area, and the total risk carried by them 
is less than thirty million dollars. The bulk of this insurance 
is on horses. 

A small pQJiC> membership fee is charged as a rule at the 
time the insurance is written and such additional funds as 
are needed to meet losses and expenses of operation are se- 
cured through assessments which are levied annually in the 
case of some companies and at more frequent intervals in the 
case of others. The term of the policy varies from one to five 
years and, in the cr.se of a few of these mutuals, no definite 
term is specified, the policy continuing in effect until canceled 
either by the company or the insured. In the case of indeter- 
minate policies, a regular scale of depreciation of the insured 
animals is provided for. The by-laws of most of these com- 
panies stipulate that each member shall be liable for his pro 
rata share of all losses and legitimate expenses. While sonie of 
these mutuals have been in existence for a considerable period 
of years, live-stock insurance on the mutual plan may be said 
to be in the experimental stage. 

The demand for live-stock insurance in the United States 
has in general been much less than is the case in Europe. The 
explanation of this probably lies in the fact that epidemics, 
except in the case of hogs, have been relatively rare and that 
the American farmer as a rule owns a com derable number 
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of head of live stock and is, hence, not so seriously crippled 
by the loss of an individual animal as is the case where farms 
are smaller and the number of animals on each farm relatively 
few in number. There appears to be, however, an increasing 
demand for insurance on high-class pedigreed live stock, and 
it seems probable that, with a more general introduction of 
valuable breeding animals and with increasing attention to the 
elimination of risks in agriculture, the demand for insurance 
coverage on domestic animals will become more general. 

Crop insurance. The only form of crop insurance hitherto 
generally available to the farmer has been insurance against 
loss or damage by hail. In certain sections of the West there 
is also written a certain amount of fire insurance on field 
crops. For obvious reasons such insurance is limited largely 
to localities where the harvest season is generally dry and 
where the grain is often left on root until ripe and dry enough 
to be harvested and threshed in a single process. This in- 
surance takes effect on the standing grain and follows it as 
long as it continues in the farmers’ direct possession or until 
stored in a commercial elevator or warehouse. 

The insurance of growing crops against hail has become a 
business of considerable importance. During the season of 
1919, which marks the highest point yet attained ki volume of 
hail insurance, the total risks assumed amounted to about 
$560,000,000. About one-half of these risks was carried by 
43 joint-stock fire insurance companies and the other half 
was divided about equally between a group of 41 hail insur- 
ance mutuals and the state hail insurance departments of 
North Dakota, South Dakota, Montana, and Nebraska. The 
total premiums involved were over $30,000,000, of which 
nearly two-thirds went to the joint-stock companies.^ 

While in certain states of the Middle West hail represents 
one of the relatively severe hazards which endanger farm 
crops, insurance against this hazard alone cannot, even in 
these states, be said to satisfy the farmer’s needs ^r crop in- 
surance. From one point of view, hail insurance as at pres- 

*U. S. Department of Agriculture Bulletin 91a. 
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ent written gives more protection than is needed since the in- 
demnity is not limited to cases in which actual financial loss on 
the season’s operations is suffered. A prospective 40-bushel 
wheat crop sustaining a 25 per cent damage by hail calls for 
an indemnity of one-fourth of the insurance carried per acre 
in spite of the fact that the remaining 30 bushels may yield 
a material profit to the farmer. From the important point of 
view of the number of hazards against which insurance is ac- 
tually needed, hail insurance, on the other hand, falls far 
short. Many a farmer who has carried insurance against the 
hail hazard has had his crop ruined by drought, heat, rust, or 
insect or animal pest and found himself worse off for carrying 
hail insurance by the amount of the premium paid or premium 
obligations assumed. True crop insurance must give protection 
against all hazards which are beyond the farmer’s control. 

Crop insurance essentially on the broader basis just men- 
tioned has within the last few years been attempted by several 
joint-stock fire insurance companies.^ Hitherto, these attempts 
have proved decidedly unprofitable to the companies involved. 
This unsatisfactory experience is no doubt due in part to the 
lack of knowledge of the physical hazards applying to crops 
and in part to a lack of adequate facilities to guard against 
certain forms of moral hazards in the nature of adverse selec- 
tion of applicants for insurance and methods of exaggerating 
the apparent amount of losses sustained. Among such methods 
actually encountered has been that of concealing the true 
yield obtained by selling a part of the crop at some distance 
from home and reporting only the amount sold at the nearest 
market. In recent years there has been apparent an increasing 
demand for general crop insurance. While the attempts hith- 
erto made have proved discouraging, it seems reasonable to be- 
lieve that, through one agency or another, the honest and in- 
dustrious farmer will be furnished the means of protecting 
himself against loss of at least a material part of his annual 
investment in crops. 

Among various interesting questions regarding the nature 

*U. S. Department of Agriculture Bulletin 1043. 
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of the proper crop insurance contract, the following may be 
mentioned. Should the insurance guarantee the farmer a given 
income per acre, or should it guarantee him merely the equiva- 
lent of a given yield and let the risk of price fluctuation rest, 
as at present, upon the farmer himself? What part of the 
farmer’s labor-and-capital investment in crops should be 
guaranteed to him, and what should be the basis of determin- 
ing the proper amount of insurance per acre in the various 
regions and for the various crops? 

With reference to the first of these questions, it may be 
said that the farmer, collectively considered, determines the 
acreage to be planted to a given crop and that for this reason 
the risk of low prices due to over-supply of the commodity in 
question cannot be shifted from the farmer to the insurance 
company without in effect giving rise to a moral hazard. If the 
amount of insurance per acre is well below the expected value 
return, however, the danger from this source may no doubt 
be minimized if not eliminated. 

Regardless of whether the insurance is written on the value- 
return basis or on that of yield, the guaranteed return will 
doubtless have to be well below that of the average expected 
return if the moral hazard is to be properly safeguarded 
against. The basis for determining the proper amount of in- 
surance per acre is probably to be found in the past perform- 
ance of the farm in question, considered in connection with 
the past record of the farmer, in case he has recently come into 
control of the farm he now occupies. 

The determination of the amount of insurance per acre to 
be granted is of peculiar importance in the insurance of crops 
which, from a certain standpoint, is the insurance of prospec- 
tive wealth rather than existing wealth. To guarantee a given 
farmer the equivalent of 20 bushels of wheat per acre ob- 
viously represents not only twice but many times the probable 
loss involved in guaranteeing the equivalent of 10 bushels per 
acre. From the point of view of the farmer, the probability 
of collecting any part of the first ten-bushel equivalent will, 
of course, be very much greater and will justify a premium for 
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the entire twenty-bushel guarantee many times the premium 
charged for a ten-bushel guarantee. 

Life insurance. Life insurance, as generally understood, 
is a method of making provision for the protection of one's 
dependents. Anticipated future earnings of the individual 
may be said to be capitalized, and the economic loss to de- 
pendents resulting from the premature death of the bread 
winner is made good to the extent of the insurance provided. 
Protection of this kind is, of course, needed as much by the 
farmer as by members of anv other economic group. Even 
though the economic status of the family is such that the death 
of the bread winner will not bring actual want, it may be 
desirable to arrange by means of life insurance that, in case 
of the early death of the head of the family, the mortgage 
on the farm will be met by the life insurance indemnity or at 
any rate greatly reduced, thus making sure that the property 
can be retaihed*. 

Furthermore, the possession of a life insurance policy en- 
hances very materially the credit standing of the farmer, and 
makes it easier for him to obtain needed capital by means of a 
loan. This is true even without a specific asiignment of the 
life insurance policy, since the mere possession of a policy 
is evidence of habits of carefulness and forethought on the 
part of the insured and of provision for the elimination of 
needless risks. With many of the common forms of life insur- 
ance, the policy itself has a loan provision vdiich enables the 
insured to borrow at a reasonable rate of interest the part set 
aside by the company from his annual premium payments 
as a provision for the ultimate payment of the principal sum 
involved. 

The young farmer who has assumed heavy obligations and 
whose income is temporarily limited will find the form of 
policy known as term insurance well adapted to his needs. 
Life insurance on this plan reseinbles more or less the plan 
involved in property insurance in that the policy covers a. 
given period, usually five to ten years, and is paid for in an- 
nual or more frequent premium installments which are suffi- 
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dent merely to provide for the risk involved in the probability 
of the death of the insured during the period covered. 

For those who find themselves in a position to carry a some- 
what larger premium outlay, the ordinary-life plan has many 
advantages over the term policy. Under this plan the fixed 
level annual premium is sufficient to enable the company to 
continue the insurance until the death of the insured, whenever 
that event shall occur, and to pay to the beneficaries the prin- 
cipal sum of the policy. The farmer availing himself of this 
form of insurance, therefore, remains insured at the original 
annual premium cost until his death and does not have to seek 
new insurance at a rate applicable to his increased age, with 
the possibility that his application will be rejected because of 
impaired health which may make him unacceptable as an insur- 
ance risk. 

The endowment policy which, under certain circumstances, 
has many advantages is perhaps less adapted to the needs of 
the young farmer than to the needs of the urban wage earner. 
This form of policy, which may be said to involve a combina- 
tion of savings account and life insurance, guarantees to the 
holder the payment of the principal sum at a given date — ten, 
twenty or more years in the future — or at prior death. It, 
therefore, involves a method of systematic saving; as well as 
of protection against premature death of the insured. The 
young farmer, unfike the urban wage earner, finds himself con- 
fronted almost continually with new investment needs in the 
form of additional improvements on his farm, better or more 
live stock, and additional farm equipment. He is, therefore, 
under less temptation to spend his money than is the wage 
earner with fewer investment demands. Furthermore, the 
farmer^s income comes to him as a rule in larger and fewer 
sums rather than in the form of a cash weekly wage and, finally, 
the temptations to spend money for dress and amusement are 
less numerous on the farm than in the city. 

Essentially the same reasons that argue for the ordinary-life 
policy as against the endowment policy will apply in a meas- 
ure also against the limited payment policy by which is meant 
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a plan of life insurance under which the principal sum matures 
at death, while the annual premium payments are limited 
to ten, fifteen, or twenty years. Naturally this plan involves 
a relatively large premium outlay during early life when the 
average farmer has need of all the funds at his command for 
payments on his farm or for improvements thereon. 



CHAPTER XVII 


RENT AND PROFITS 

In this chapter the effort will be to describe the economic 
forces which determine the amount paid for the annual use of 
land. This is important from the point of view of one making 
a rent contract, and it is important from the point of view of 
the improvement of the well-being of the succeeding genera- 
tions of land workers. 

The important economic questions regarding rent relate to 
the causes which determine the amount of rent paid at a given 
time for a given farm, the difference in the amounts of rent paid 
for different farms at the same time, and the changes in the 
amounts of rent on a given farm during a period of years. 
Rent is paid for only such farms as are useful and scarce. 
Useful farms with improvements may be scarce while raw land 
of the same quality is abundant, in which case a price may be 
paid for the improvements and not for the land. In any 
densely populated country, however, highly productive land is 
scarce and people are willing to pay for the privilege of using it. 

The supply of farm land may be increased by settling unoc- 
cupied prairie regions, clearing forest lands, draining marshes, 
irrigating arid regions, etc., but it is generally true that the land 
to be secured in these ways is less inviting to the farmers in 
competition for the use of land, either because of the large in- 
vestments required to bring the land into cultivation, which 
reduces greatly the return per unit of investment in the land, 
or because of lack of fertility or desirable location. For these 
reasons it has been common to think of the new increments of 
land supply as having a lower degree of economic productivity 
per unit of investment, that is, lower efficiency, than the land 
already in use. On this assumption Ricardo based his theory 
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that with the increase of population rents would tend to rise. 
Exceptions to this general truth arise when new and fertile 
regions are made easily accessible by the extension of railways, 
by Indian treaties, or other means of like character. When the 
agricultural population is increasing and the increased supply 
of land must be taken from the less efficient grades, the trend of 
rent is upwards. When new and more efficient grades of land 
are made available more rapidly than the population increases 
the trend is downward. Thus rents may rise or fall according 
to the relative demand for its use. By the middle of the nine- 
teenth century the westward movement of population in the 
United States had reached the prairies of the Central States, 
where the cost of bringing land into cultivation was at a mini- 
mum and the natural fertility of the land was at a maximum. 

With the expansion of the corn area the movement was first 
from poor corn land to good, then from good to excellent, but 
with the further expansion, less and less satisfactory corn land 
was resorted to and it was only in this latter stage that rents 
began rapidly to rise. This was partially true of wheat though 
it is a question whether any wheat lands in the United States 
have ever surpassed the best wheat regions of New York and 
Pennsylvania. The significant fact was the great abundance 
of good wheat land, which resulted in the decline of wheat 
prices and a decline in the value of wheat lands in the older 
wheat regions. The westward movement brought better lands 
into cultivation. These better lands, for example, the black 
prairie of Alabama, the alluvial soils of the Mississippi, and 
the black prairie of Texas, were selected spots surrounded by 
wide areas of less useful lands which were passed by to take 
the better lands. The general effect was to reduce prices and 
rents for the time. As better and better corn, wheat, and cot- 
ton lands were taken up, price levels were on the decline, and 
many farmers in the older regions suffered a decrement instead 
of getting the expected unearned increment in land values. 
But with the growth of population the increased demand for 
land results in keen competition for the better farms, which 
brings about rising rents. 
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The motives that underlie the actions of men when bidding 
for the use of land are fundamentally the same as those that 
operate in determining the values of other useful things. The 
theory of rent is therefore an attempt to indicate the way in 
which the theory of value works itself out when applied to the 
annual value of land. 

While all land that is useful and scarce is valuable, all such 
land is not equally valuable, for the simple reason that all land 
is not equally useful. This variation in usefulness may be 
due to variations in the fertility of the land or to differences in 
the location of the land with respect to the market for the 
goods produced. Economists have usually thought of the least 
desirable land in use at a given time as being rent free. That 
is, it is assumed that the least desirable land will be in great 
abundance in proportion to the demand for such land, and, 
therefore, that no rent will be paid for its use. This ‘‘no- 
rent’’ land is then taken as the starting point for measuring 
the rent of the more useful grades of land. According to the 
Ricardian Theory^ the rent of any given grade of land is meas- 
ured by the difference in the value of the produce resulting 
from a given outlay of labor and capital on that land and on 
the no-rent land. For example, suppose a farmer xan, with 
the same effort a«^ expenditure, produce goods as shown in 
Table XVII, 


TABLE XVII 



Gross Product 

Ricardian Rent 

On first-grade land 

$1000 

$Soo 

On sccond-gradc land 

900 

400 

On third-grade land 

800 

300 

On fourth-grade land 

700 

200 

On fifth-grade land 

600 

100 

On sixth-grade or no-rent land 

500 

000 


The assumption is that, if all these grades of land, and no 
more, are needed to supply the market, competition will tend 

* David Ricardo, “Principles of Political Economy and Taxation/* 
Chapter II. 
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to make the rent of the requisite quantity of fifth-grade land 
$100, that of fourth-grade $200, that of third-grade $300, that 
of second-grade $400, and that of the first grade $500. This 
is said to be true because it is assumed that the farmer can as 
well afford to pay these sums as to use the no-rent land. This 
theory ignores the variation in the efficiency of the factors 
other than land, and, while it shows the differential character 
of rent, which was the point Ricardo was emphasizing, it can 
not be regarded as a measure of rent. 

Many economists have ignored variations in the efficiency 
of farmers, manufacturers, and men of commerce, but others, 
following Walker,^ adhere to a theory of profits analogous 
to the Ricardian theory of rent. They believe that all farmers 
are not equally efficient, and that the farmers who, because of 
their better judgment and greater skill, manage their farm 
operations better than their competitors, are able to secure 
larger retucp«!f from the same expenditures for labor and equip- 
ment on the same grade of land. These economists would 
assume the returns given for the various grades of land in the 
above illustrations to be the product of the least capable farmer 
needed to supply the demand for agricultural products, and 
that the farmer whose ability is superior to that of the least 
capable farmer will be in a position to secure a profit. The 
profit of a given farmer will be measured, it is said, by the 
difference in the value of the product that he can secure and 
the value of the product secured by the least capable farmer, 
with a given outlay on a given grade of land. For example, 
suppose that with a given outlay on no-rent land (that is, on 
the least useful land needed to supply the demand for agricul- 
tural products) the value of the product secured by the dif- 
ferent grades of farmers is as in Table XVIII. 

The assumption is that, if the produce of all these grades of 
farmers, and no more, is in demand. Farmer F will just be able 
to pay expenses, including a living for himself and his family, 
but Farmer E can retain a profit of $100, D $200, C $300, 
B $400, and A $500, because the more efficient farmers secure 

* Francis A« Walker. “Political Economy," chapter on Profits. 
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larger returns in value, as a result of the same outlay, than 
does the marginal farmer. This larger return may be due to 
the ability of a more efficient farmer to secure more produce of 
the same quality, or to produce a better quality of products, 
or at the same time to produce more and of a better quality. 

TABLE XVIII 



Prodi:ct 

Proiit 

Farmer 

$1000 

$500 

Fanner B 

900 

400 

Farmer C 

Soo 

300 

Farmer 1 ) 

700 

200 

Farmer E 

600 

TOO 

Farmer F 

SOO. 

000 


The influence of variations in efficiency on rent and profits. 
These theories of rent and profits point in the direction of the 
truth but fall short of an accurate statement because they leave 
out of account at least three important considerations, namely 
( I ) the influence of variation in the efficiency of farmers on the 
amount of competitive rent; (2) the influence of variations in 
usefulness of land on the amount of profits; and (3) the in- 
fluence of the variation of the usefulness of equipment and of 
hired laborers on rents and profits. Each of these points may, 
to advantage, receive our attention. 

To illustrate the way these forces will tend to determine the 
amount of rent and profits, let the figures in the following table 
represent the value of the gross product that the farmers of the 
respective grades can produce as a result of an outlay of five 
hundred dollars for labor and for the use of equipment, our 
fixed unit of expenditure on the different grades of land. It 
will be assumed, in this illustration, that the more efficient 
farmers always invest the given outlay in the more productive 
forms of labor and equipment. In order to make this and the 
foregoing illustrations include the element of variation in in- 
tensity of culture, we have taken a fixed outlay for labor and 
for the use of equipment, instead of a fixed area of land. If, 









RENT AND PROFITS 


241 


therefore, 100 acres be the area of sixth-grade land on which 
this expenditure is made, less than 100 acres of the more useful 
grades are likely to be cultivated with this same outlay, for it 
is usually true that the more useful the land, the more intensive 
the culture that is most profitable. 

TABLE XTX 


Grades op 
Farmers 

Grades of Land 

Profits 

First 

Second 

Third 

Fourth 

iMfth 

Sixth 

A 

$2000 

ij^iSoo 

$1600 

$1400 

$1200 

$1000 

? 77 S 

B 

1800 

1620 

1440 

1260 

1080 

goo 

580 

C 

1600 

1440 

1280 

1X20 

q6o 

800 

40s 

I) 

1400 

1260 

1X20 

qSo 

840 

700 

250 

E 

1200 

loSo 

060 

840 

720 

600 

115 

F 

1000 

QOO 

800 

700 

600 

500 

000 

Rent 

725 

540 

375 

230 

105 

000 



Note that in Table XIX the figures representing the product 
of the F-grade farmer on the different grades of land are the 
same as in Table XVII, where the Ricardian theory of rent was 
illustrated. Note also that the figures representing the prod- 
uct of the various grades of farmers on sixth-grade land are 
the same as those used in Table XVIII, where Walker’s theory 
of profits is illustrated. And note further that the remainder 
of this tabic is the result of simply following out logically the 
assumption in the two preceding tables. That is, in this table, 
instead of stopping with a statement of the variations in the 
product of the different grades of land when farmed by the 
F-grade farmer, and a statement of the variation of the product 
of the different grades of fanners on the sixth-grade land, we 
here give a statement of the product which farmers of each 
grade produce upon each grade of land, also the rent and the 
profits which would be approximated, in the case of free com- 
petition among the different grades of farmers for the various 
grades of land. 

It is here assumed that the F-grade farmer, when operating 
sixth-grade land and a corresponding grade of labor and equip- 
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ment, will just be able to make a living without paying any 
rent for the use of the land. In other words, we have here a 
no-profit farmer operating no-rent land. On a basis of the 
figures in Table XIX, the F-grade farmer can afford to pay 
$ioo as rent for the quantity of fifth-grade land on which he 
would make the same outlay as on loo acres of sixth-grade 
land, for, instead of a {H'oduct worth $500, he would there be 
able to secure a product worth $600. Following the same rea- 
soning, the F-grade farmer could afford to pay $200 for the 
fourth-grade land, $300 for the third-grade land, $400 for the 
second-grade land, and $500 for the first-grade land. 

When all the grades of land are viewed from the standpoint 
of the A-grade farmer, it becomes apparent that he can make a 
profit on land of any of these grades, and that he would do as 
well to pay a rent of $200 for the Use of the fifth-grade land, 
$400 for the use of the fourth-grade land, $600 for the third, 
$800 for the second, and $1000 for the use of the first-grade 
land, as to farm the sixth-grade land rent free. But is there a 
competitor who will make the A-grade farmer pay the price? 
This we must ascertain by stud3dng the interests of the com- 
petitors. 

The E-grade farmer is able to produce $600 worth of prod- 
ucts on the sixth-grade land, leaving him a profit of $100. It 
cannot be expected that he will be willing to accept less profit 
from land of any other grade. He can pay $120 as rent for the 
amount of fifth-grade land on which the same outlay is made 
as on the 100 acres of sixth-grade land, and retain the same 
profits, $720— ($soo-l-$ioo)=$i2o. But the F-grade farmer 
can bid no more than $100 for the use of the fifth-grade land, 
and, so far as he is concerned, the E-grade farmer can have the 
fifth grade land for anything over $100, and can give a balance 
to turn the bargain. Let us, in this illustration, figure that 
he will pay $105. This will leave him a profit of $115; 
$720-— ($soo-|-$ios)=?iiS. In bidding for the fourth-grade 
land, he could not be expected to accept a smaller profit. His 
gross income on fourth-grade land is $840. This, minus the 
$500 outlay and the $115 profit that he could make on fifth- 
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grade land, leaves $225 as the maximum rent that the E-grade 
farmer can bid for the fourth-grade land. 

When the rent of fifth-grade land is $105, the D-grade farmer 
can secure a profit of $235 on that grade of land, 
$840— ($soo+$io5)=$23S. He could secure this same profit 
on fourth-grade land and pay a rental of $245 for its use, 
$98 o--($5oo+$ 235)-:=$24S. But so far as the competition 
of his inferiors is concerned, any amount over $225, let us 
say $230, is all the D-grade farmer need pay for fourth-grade 
land. This will leave him a profit of $250, $980— ($500+ 
$230)— $250, which is $15 more than he could make on fifth- 
grade land at the rent the E-grade farmer is willing to pay. To 
secure the same profit on third-grade land the D-grade farmer 
cannot pay more than $370 for its use, $H20 — ($500+$.: 50) 
=-"$370- ^ut the C-grade farmer, whose profits on fourth- 
grade land at a rental of $230 would be $390, $1120— ($5004- 
$23 o)=i:$ 39U, ciin secure the same profit from third-grade land 
after paying $390 as rent, $1280— ($5oo-f $390) =$390. It 
will be profitable, therefore, for C-grade farmer to outbid the 
D-grade farmer for the use of the third-grade land by paying 
$375, for this will leave him a profit of $405; $1280— -($soo-(- 
$375) =$405. To secure the same profit on second-grade land, 
the C-grade farmer can bid no more than $535 for its use, 
$1440— ($soo+$405) =$535. But the B-grade farmer whose 
profit on third-grade land at a rental of $375 would be $565, 
$1440— ($500-|- $375)— $565, can secure the same profit from 
second-grade land after paying a rental of $565 as rent, $i6.?o 
— ($500+565) =$555. It will be profitable for him, there- 
fore, to outbid the C-grade farmer for second-grade land by 
paying $540. This will leave him a profit of $580; $1620— 
($5 oo +$54 o )=$58 o . The B-grade farmer could pay no 
more than $720 for the use of the first-grade land and retain 
this same net profit, $1800— ($5oo+$58o) =$720; but the A- 
grade farmer can pay any amount up to $740 for first-grade 
land rather than take second-grade land at $540; for his profit 
on second-grade land would be $760; $1800— ($5oo+$54o) 
=$760, and $2000— ($5 oo +$76 o ) =$740. As $720 is the 



244 OUTLINES OF AGRICULTURAL ECONOMICS 

most any other competitor can pay for the use of first-grade 
land, the A-grade farmer can secure this grade of land for a 
fraction over that amount, let us say, $725, and retain a profit 
of $775. 

It is a matter of common observation that competition tends 
to distribute the farmers on the different grades of land in ac* 
cordance with their efficiency, the A-grade farmer on the first- 
grade land, the B-grade farmer on the second-grade land, and 
so on. The fact that each grade of farmers can win a larger 
profit on the grade of land that corresponds to his degree of 
efficiency is the force that tends to bring about this condition 
of affairs. But it is not the individual farmers alone who are 
benefited as the result of the working out of this tendency. 
The combination of the productive forces that puts the most 
useful agents of production into the hands of the most efiicient 
farmers results in the largest total production of economic 
goods for the country as a whole. 

These points may be illustrated by use of Table XIX. Let 
the student calculate the profits that each farmer could make 
on the various grades of land and it will become more clear that 
competition makes the rents of the various grades of land such 
that the farmer’s profit is the greatest on the land to which his 
grade of efficiency adapts him. Again, let the student cal- 
culate the total value of the product of all grades of land when 
the A-grade farmer is on the first-grade land, the B-grade 
farmer on the second-grade land, and on down the list. 
($2000+$i620-{-$i28o+$98o-f-$720+$soo = $7100) ; then 
let him try any other combination, and it will be found that 
no other combination of the grades of farmers and land will 
result in so large a total product. 

In actual practice it is evident that custom, sentiment, and 
lack of knowledge retard the operations of the economic forces 
to the detriment of individual and national well-being. Yet 
the fact has long been recognized that the farmers who are the 
most efficient do actually tend to get the best grades of land 
and equipment. 

This analysis of the forces of distribution forms the basis 
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for drawing some significant conclusions. First: It makes a 
difference which grade of land the farmer chooses. The farmer 
who is the most efficient can secure the highest profits from the 
land that is most useful for his lines of production. This is 
likewise true of the labor and equipment employed by Mm, 
Second: All farmers of superior ability may save from their 
profits and thus get ahead in the world, i.e. *^the iron law of 
wages'* operates only for the marginal farmer. Third: The 
former can make use of the highest degree of skill and knowl- 
edge without fear that the landlord will be able to take, in the 
form of a higher rent, all of the extra product due to more 
efficient management. 

Thus far rent and profits have been considered at a given 
lime with a given supply of land, equipment, laborers, and 
farmers, and a given market condition. It is well recognized 
that with tbf^'pj'^^^iing of time, the relative abundance of the 
factors of production changes, market conditions change, and 
the degree of skill and knowledge changes, resulting in changes 
in the amount of rent paid for a given piece of land. 

With the growth of population a double effect on rent tends 
to follow: First, increased demands for produce increase the 
price of the products so that the rent measured in terms of 
money will rise even though the share of the product going to 
land remains the same. Then again the growth of population 
and the resulting increase in competition for the use of the land 
tends to make people willing to take up land formerly con- 
sidered too poor to make it worth while to cultivate it, but 
before taldng this inferior land they will bid higher for the land 
already in cultivation and this will result in an increase in 
the proportion of the product paid for the use of land. On 
the other hand, improvements in the means of transportation 
which will result in an increase in the supply of good farm 
land more rapidly than the farm workers increase will tend to 
reduce the share of the product paid for the use of the land. 
This was true during the period following the extension of rail- 
ways into the prairies of the North Central States. The gen- 
eral principle is that with changes in the relative abundance of 
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landy labor, and capital, the most slowly increasing factor is in 
a position under conditions of free competition to command an 
increasing proportion of the product. 

The withdrawal of large numbers of farm workers from 
agriculture in case of great national emergencies like the world 
war will tend to increase the proportion going to the human 
factor and reduce the proportion if not the amount of rent. 
On the other hand, the call of patriotism and high prices may 
stimulate men to utilize more completely their maximum po- 
tential capacity for farm work. This will tend to overcome 
the tendency for rents to fall, for increasing the capacity of 
men means that each man will demand more land, which will 
in turn tend to increase rent or at least retard its fall for the 
time being. 

The increase in the efficiency of men, which results in more 
produce from the same amount of land and labor, will, other 
things being the same, tend to reduce rents for, with the de- 
mand for produce remaining the same, increased supply will 
tend to lower the prices of produce. While this would be the 
first effect, lower prices would tend to stimulate population 
and in the long run increased efficiency will enable a growing 
population to encroach farther and farther down .the scale to 
less and less productive land and bid higher and higher for 
the good land, driving rents higher than they could have been 
without the increased human efficiency. 

The accumulation of capital may result in the increase of 
rents, and the reduction in the supply of capital available for 
agriculture may reduce rents. The growth of the capital sup- 
ply normally tends to reduce the rate of interest, and the price 
of equipment, and for these two reasons stimulate the buying 
of farm equipment, which not only tends to increase the total 
product of the land but to give a larger proportion of the 
produce to the owner. 

Any improvement in the type of farming in a given locality 
which will give more nearly continuous profitable employment 
throughout the year, either by using more land or by providing 
more profitable labor on a given piece of land, will tend to give 
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an increased proportion of the produce to the owner of the 
land. 

Thus while it is true that differences exist among men as 
well as among the different grades of land which give basis 
for a special differential return in the form of profits to men, 
it is true also that competition may result in the decrease of 
one of these surpluses to the advantage of the other. If farm- 
ers and workmen and equipment increase more rapidly than 



land of the quality in use, competitive forces tend to increase 
rent at the expense of the return to the other factors. 

Figure 48 is intended to illustrate the distribution of the 
gross returns of the agricultural industry, among the factors of 
production. This illustration is based upon Table XIX and it 
is assumed that the factors will be brought together in the most 
productive manner, that is, with the most efficient farmers 
operating the most efficient forms of equipment upon the most 
efficient land, and that these factors are associated in the proper 
proportion. Under these conditions the composite units which 
are made up of the most productive grades of the factors will 
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yield a relatively larger product, in proportion to their pro- 
ductivity, even, than the units made up of the less productive 
grades of the factors, and hence, in the higher grades each 
factor will receive the necessary minimum and a further differ- 
ential due to superior efficiency and to the cooperation of the 
more productive grades of the factors. 

When the subject of distribution is viewed from the stands 
point of industrial progress, through a long period of years, 
the most important fact to be considered is that the other fac- 
tors usually increase more rapidly than does land. As the 
farmers and the equipment continue to increase more rapidly 
than the land, some of the better grades of these more rapidly 
increasing factors are crowded down farther and farther upon 
the less and less productive land. This necessarily results 
in the driving out of business of some of the lower grades of 
farmers and equipment, leaving upon the margin higher 
grades of these factors, which will be able to earn their neces- 
sary minimum upon lower grades of land, and hence the mar- 
gin of cultivation may be driven down to less productive land 
by the competition of the increasing numbers of farmers and 
the increasing supplies of equipment. The resulting change 
in the distribution of the gross product among the factors is 
illustrated by the dotted lines in Figure 48, where it will be 
noted that the rent rises as a result of a fall in the returns to 
tte other factors of production. 

It is possible for the rent to rise, however, without any ab- 
solute decline in the returns to the other factors. Changes 
in the prices of agricultural products will greatly influence the 
share which will be accounted to land. When, as a result of 
increased demand for food and clothing, the prices of agri- 
cultural products rise, the share of the returns of a given farm 
which may be credited to land increases. When, for any rea- 
son, such as the opening of vast areas of very productive land, 
the prices of agricultural products fall, the share of the gross 
returns which can be paid for the use of land will, other things 
remaining the same, necessarily fall, and the movement will 
tend to be the reverse of that shown in Figure 48. 
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The laws of value and price hold true with respect to the 
price which is paid for the use of land and equipment; but 
as we have seen, the conditions of supply and demand are very 
complex, and the difficult problems in distribution arise out of 
the fact that costs and prices do not correspond except on the 
margin where the least productive of all the factors are 
brought together, and that there are large surpluses over costs 
to be divided. It was one time thought that all of this sur- 
plus should be attributed to land; but in recent years econo- 
mists have come to see that each of the factors is in a position 
to command a share of the surplus, that the share secured by 
each is worked out through supply and demand, and that the 
most slowly increasing factor tends to receive a larger and 
larger proportion of the surplus. 



CHAPTER XVIII 


THE VALUATION OF FARM LAND AND EQUIPMENT 

It is easy to say that the price of land, like the price of any 
other economic good, is determined by the forces and condi- 
tions which regulate the demand and the supply; but this is 
too general to be of any help to the farmer who is trying to 
estimate the value of a particular piece of land. 

The net rent, or the share of the gross returns which, under 
conditions of free competition, is credited to land, above what 
is necessary to keep the land intact, is the starting point for 
figuring the value of a piece of land. When a man invests in 
land, the thing for which he really pays is the perpetual rig^t 
to use the land and (o be free from the payment of rent, or to 
receive the income which the land will yield if leased to some 
one else. 

The essential difference between the buying of a piece of 
land and the buying of a perpetual annuity bond lies in the 
fact that while the income from the latter is fixed in terms of a 
money income, the former may rise or fall as a result of changes 
in the conditions of competition for the use of land, or from 
changes in the value of the unit of the standard of value. 

Let it be assumed that the net rent of a given acre of land is 
sue dollars. On the further assumption that this amount will 
not change, we may think of this acre of land as a perpetual 
bearer of an annual income of six dollars. Six dollars thb year, 
six dollars next year, and the next, and so on so long as time 
^all last. The total amount of rent which may be received 
from this land is incalculable. If there is no limit to the num- 
ber of years during which rent may be received for the use of 
this land, then the amount of rent to be received may become 

250 
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infinitely great, and if one were required to pay down the full 
amount of all these possible rents, which the future years may 
possibly yield, the price of land would be such that no man 
could purchase it. 

As a matter of fact, however, the present market value of 
the perpetual rent bearer is often not more than twenty times 
the net rent, and it is seldom more than thirty times the rent. 
This is explained by the fact that present wants are estimated 
more highly than future wants, which leads to the discounting 
of future incomes^ “at a rate that reflects the prevailing 
premium on the present.” The rent which will be due one 
year from date is discounted at this prevailing rate, and so it is 
for all the succeeding rents. The present values of the suc- 
ceeding future rents grow smaller and smaller as the time one 
must wait for them becomes greater and greater, until finally 
the rent w^hi<?b is due at the end of an infinite period of time 
would be infinitesimal. 

When the rate of discount is 5 per cent, for example, the 
present valuation of a six-dollar rent which will be due in ten 
years is approximately three dollars and sixty-eight cents; 
the six-dollar rent which is due after twenty years has a present 
valuation of about two dollars and twenty-four cents; and the 
six-dollar rent which is due in forty years has a present value 
of about eighty-four cents. If this process of discounting fu- 
ture rents be carried far enough, the point would finally be 
reached where the present value of the future rent is too smiill 
to be taken into account. The present value of the rent which 
is due after an infinite number of years is infinitesimal. If the 
present values of all these future rents be added together, the 
sum would be the present capital value of the land, or the 
amount of capital which, if lent at a rate of 5 per cent per 
annum, would yield the same income as the land is yielding at 
the present time. 

The simple mathematical method of finding this “sum” is 
to divide the annual value, that is, the net rent, by the rate 

* Frank A. Fetter, Publications of the Am. Ecou. Assn., Papers and 
Proceedings of the Sixteenth Annual Meeting, Part I, p. 196. 
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which ^'reflects the prevailing premium on the present.” If 
the net annual income derived from a piece of land is six dollars 
per acre, and the rate of discount is s per cent, the present 
capital value of the land would be one Hundred and twenty 
dollars per acre. One hundred and twenty dollars is, then, 
the amount of money which, if lent at s per cent, would 
yield an annual net income of six dollars. This is usually 
spoken of as the capital value of the land. 

That this simple method of dividing the six-dollar net rent 
by the prevailing rate of discount to find the capital value of a 
piece of land is equivalent to finding the sum of an infinite 
series of prospective net annual six-dollar rents discounted 
at the same rate may be demonstrated as follows: 

The present value of a dollars due in / years if the interest 

be compounded annually at the rate of r would he-^yip^ since 

X dollars compounded at a rate r would give X(i+r)^, and if 

j\r(i+r)*=fl then income of a 

farm be a dollars a year its value would be expressed by the 

equation: F=~^.+ 7 — +7 — + (^d inf. 
^ i+r (i+r)^ (i+O (i+O 

This is an infinite “geometrical” progression with first term 

— —and ratio — The limit of the sum of such a series is 
i+r i+r 

a 




which reduces to — . 

r 


We have then the formula for 


1 +^ 


the value: F= - which is the ordinary method of capitalizing 


rent. 

As a matter of fact, however, the present capital value of the 
land as determined in this way does not often correspond .with 
the price which is paid for land. There are several important 
reasons for this difference. First it is not certain that the an- 
nual income that can be drawn from one hundred and twenty 
dollars will always be six dollars. The rate of interest may fall 
to 4 per cent, which would reduce the income to be derived 
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Figure 49. — ^Ratio of cash rent to land value. 
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from that amount of money to four dollars and eighty cents, 
while the annual income from the land would not be reduced 
by a lowering of the current rate of interest. The belief that 
there is a greater probability of a decline in the income to be 
derived from the money than from the land, often makes men 
willing to pay more for land than the amount of capital which 
will now yield the same income. 

Another reason which leads men to pay more for land than 
a money loan which will, at the present time, yield the same 
income, is the belief that with the progress of society the com- 
petition lor the use of land will result in a rise in rents, that, 
while there is a tendency for the annual income which can be 
derived by lending a given amount of money to decline, there 
is at the same time and under like conditions a tendency for 
the income of a given amount of land to Increase. 

The available land supply of a country usually increases less 
rapidly than the population, so that it becomes necessary to 
resort to land which is either less fertile, less favorably situ- 
ated, or more difficult to bring under cultivation; and as a 
result of keener competition for the better grades of land the 
amount which will be offered for the use of such land will rise. 
WTiile this is what usually happens in the long run, it some- 
times happens that the discovery of great quantities of very 
fertile land, and the invention of better means of transporta- 
tion making this new land more accessible, will for a time re- 
duce the competition for the land which was already under 
cultivation, and the rent of such land may, for a time, be re- 
duced; but it is believed that the occasional reactions of this 
kind cannot permanently counteract the tendency for the price 
of land to rise. 

The land which yields the highest rent at one time may be 
surpassed in the amount of rent which it will yield at another 
time, by land which was formerly let for a smaller rent. This 
may be the result ( i ) of the introduction of a new crop which 
thrives best on the land which for other purposes was counted 
inferior; ( 2 ) it may be the result of a dense population in a 
region which had formerly been sparsely populated, in other 
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words, the development of a better home market; (3) it may 
be the result of an improvement in the means of communica- 
tion which makes the land which was formerly more fertile 
but less accessible, equally accessible, and hence, more valu- 
able; or (4) it may be the result of a rise in the prices of agri- 
cultural produce, or a fall in the current rate of interest, either 
of which would result in a more rapid increase in the value of 
land which is more fertile and accessible, but which requires 
relatively larger expenditures to bring it into cultivation, than 
in the value of land which is less fertile or accessible but much 
more easily brought into cultivation. All of these possible 
variations in the annual value of land must be properly antic- 
ipated and included in the list of future incomes which are 
discounted to find their present values. 

Perhaps enough has been said to impress the thoughtful 
reader with the fact that to determine the value of a piece of 
land is by :io means a simple matter. When a man sells a 
piece of land he transfers his right to a series of annual incomes 
which may be greater or less as time passes by, but which will 
probably increase as the years go by. In payment for this 
land he is to accept another income-bearer which may yield a 
larger or smaller annual income as the years go by, but which 
will probably ^ield a smaller income in the future than at 
present. This circumstance makes it impossible to do more 
than approximate the actual present value of a piece of land. 

The presence of so many uncertainties makes the buying of 
land partake more or less of the character of speculation, and 
during times of prosperity the tendency is for men to be op- 
timistic and overestimate the probabilities of a rise in rents or 
a fall in the rate of interest. On the other hand, when periods 
of depression come, the tendency is for men to underestimate 
the future possibilities. As a result of this psychological ele- 
ment, the tendency is for the price of land to rise too high dur- 
ing periods of prosperity and to sink too low during periods of 
depression. As many years are usually required for one of 
these changes from undervaluation to overvaluation to take 
place, land does not lend itself so readily to speculation as does 
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wheat, for example; and yet the man with plenty of funds 
which are available at the right time may win large profits 
from speculations in land. Speculation if indulged in at the 
proper time may keep the price of land from falling so low as 
it might otherwise do in times of depression, and also from 
rising so high as it otherwise might during time^ of inflated 
values. This is true only where the speculator is wise enough 
to buy when prices are too low and to sell when the values 
rise too high. Unwise sp)eculation in land may have the very 
opposite result. 

The study of the rise and fall of the price of land in the 
United States seems to show that there are times when the 
price rises rapidly for a few years and then remains stationary 
for several years. This latter period is usually characterized 
by the fact that sales of land are relatively few. Land is gen- 
erally held at the prices which were reached during the period 
of rapid sales, when optimistic views of the futuie forced the 
price considerably beyond the present capital value. If sales 
are made during this dull period they are likely to be at a 
price appreciably lower than that at which land is usually held, 
and likely to be at a forced sale. The price of land, then, may 
be illustrated by a curve which rises during one period, remains 
on the same level or falls during a succeeding period, and then 
rises again. When viewed for a long period of time, the gen- 
eral rise in land values is evident, but the temporary fluctua- 
tions are very important to any one interested in buying land. 

The price of land in any given district is influenced by the 
number and character of the men who desire to be farmers in 
that district. It often happens that competition for the use of 
land is keener in some regions than in others, even though the 
land be as fertile, and the prices of agricultural products as 
high, in the one place as in the other. Some districts produce 
more high-grade farmers each generation than do other dis- 
tricts, and as a strong motive is required to impel the surplus 
of farmers to remove to another district, competition in the 
overpopulated district forces the rents and the prices which are 
paid for land higher and higher until they are appreciably 
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above the level of those which are paid for land in other dis- 
tricts which are capable of producing crops which are just as 
valuable in terms of money. 

Again^ it sometimes happens that land is valued for the social 
standing which accompanies its ownership, as well as for the 
income in money which it yields. In a country where this is 
true, and where, at the same time, there are large numbers of 
persons who have great fortunes and who are very desirous of 
attaining to a high social position, the prices which may be 
paid for land often rise far beyond what could be paid if the 
series of annual incomes in cash were the only factor to be 
taken into account. 

Of two pieces of land which will rent for the same amount, 
that in one district may sell for a higher price than that in an- 
other because there is more money seeking investment in the 
one place than in the other. A man of wealth will usually 
rather have capital invested in land near where he lives than 
at a great distance where he cannot so readily look after his 
property, or if he invests in land at a greater distance be will 
usually expect a higher rate of return to counteract the disad- 
vantages arising from the distance. 

This same principle of capitalization may be applied to other 
forms of income bearers as well as to land. In estimating the 
value of a given machine, the farmer may think of the amount 
of service he is to get out of the machine during the next ten 
years, let us say, on the assumption that the machine will be 
worn out in that time. This is a rather difficult process be- 
cause the deterioration of the machine and perhaps, also, the 
invention of a better machine to do the same work will result 
in a gradual reduction in the usefulness of the machines; and 
yet, if he is to invest wisely in the various forms of equipment, 
the farmer should attempt to estimate the value of the series 
of uses which may reasonably be expected to be gotten from 
the particular instrument of production during the time which 
it shall be at all serviceable, and then find the present value 
of these future uses by discounting them ‘‘at a rate that reflects 
the prevailing premium on the present.” 
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This capital value of the instrument represents the maximum 
price which the farmer can afford to pay, but does not, of 
course, necessarily represent the market price of the instrument 
of production. The market price may be greater or less than 
the capital value obtained in this way, for the instrument of 
production may have as many valuations as there are different 
grades of farmers to use it and different grades of uses to which 
it may be put by a given farmer. In order to get a capital 
value that will correspond more or less closely to the market 
value of the various forms of capital-goods it will be necessary, 
therefore, to arrive at the competitive price which will be paid 
for the use of a given equipment during the series of years of 
its usefulness, and then find the present value of the series of in- 
comes, in the same way as has been done in the case of land. 
But since it is not common in this country to let horses, tools, 
and machinery to farmers for a hire, this method of capitaliza- 
tion is less practical to the farmer when applied to equipment 
than when applied to land. 

The cost of producing the machine or the horse is an im- 
portant element in determining the price which must be paid 
for it in order that it may be produced. On the other hand, the 
usefulness of the machine or the horse to the farmer forms the 
basis for his estimating whether or not he can better afford 
to pay the market price or do without them. It may be true 
even that the capital value of the instrument, when calculated 
on the basis of its usefulness to a given farmer, may be greater 
than its market value and yet it might be unprofitable for the 
farmer to buy the particular horse or machine, because other 
means of securing the same end might prove more profitable. 

The theory of capitalization is especially useful in the con- 
sideration of the value of farm land because the value of a 
given piece of land has no particular relation to the cost of 
bringing such land under cultivation. The income received 
by the landlord is largely a surplus which is credited to land 
because it is scarce, rather than because it costs any definite 
amount to improve the land. Land is also much more perma- 
nent in character than is equipment, and for this reason, also, 
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it lends itself with more facility to the above method of capi- 
talization. 

The history of land prices in the United States, especially 
since 1900, shows clearly the working of the chief forces which 
control the value of land. The price per acre of farm land 
doubled during the decade from 1900 to 1910, and nearly 
doubled again, in the following decade. There is no record 
of an equally great rise in the price of farm land in any other 
period in the history of our country. From 1850 to i860, 
after the mid-century gold discoveries, the price per acre of all 
farms increased 46.5 per cent; from i860 to 1870, 11.8 per 
cent; 1870 to 1880, 4.2 per cent; 1880 to 1890, 12 per cent; 
whereas the average price of farm land in the United States 
fell 7.1 per cent during the decade from 1890 to 1900, owing 
largely to the depression in the West. The unparalleled rise 
in the prices- of farm lands from 1900 to 1920 calls for some 
explanation, WTiere the increase in the price of land is due 
to a rise in the returns from investments in land, this increase 
is normal and to be expected. On the other hand, to the 
extent that the price of land rises without a corresponding rise 
in the income from land or a general fall in interest rates, 
the farmer and the nation have something to fear. 

As farm land values should depend upon rents so farm rents 
are dependent upon the prices of farm products. During the 
period 1900 to 1910 the value per acre of farm products in- 
creased 66.8 per cent, while the price of land doubled. If 
rents had increased in proportion to the prices of products, 
this would yet leave a third of the increase during the decade 
to be explained in terms of other forces. 

An increase in the share of the proceeds of the farm secured 
by the landlord would normally result in a more rapid rise in 
the price of land than in the price of crops. During the first 
decade of the century there was a rise in share rents in part 
of the north central states. Some land which rented for a 
third came to rent for two-fifths. Some land which had rented 
for two-fifths rented for one-half. Unfortunately, the census 
gives no figures of the increase in rents. 
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During the decade 1910 to 1920, the value of crops per acre 
increased by more than 140 per cent, while land values per 
acre increased 75 per cent, only about half as much. But 
where the rise in the acre-values of crops during the preceding 
decade had been gradual and steady over the whole period, 
most of the rise in the second decade had come in the last 
three years, following the entry of our country into the Wwld 
War. The crops of 1915 were worth but 7.4 per cent more per 
acre than those of 1909, while the crops of 1919 were worth 
143 per cent more than those of 1909. 

Due to the very rapid rise in the value of the products in 
these few years the -increased returns had not been entirely 
capitalized in higher land values by 1920. This was partly 
due to the fear that the high prices would not be maintained. 
The intense activity in land transactions in 1919 and the early 
part of 1920, e^>ecially in those parts of the country, such as 
the Com Belt, where war prices had brought the greatest 
profits, indicated that the possibility of lower prices later 
had been lost sight of by many ordinarily cautious men. In 
Iowa, for example, the price of good plow lands advanced from 
$196 to $257 between the beginning and end of 1920, an in- 
crease of over 30 per cent in the single year. 

Events soon showed that it was indeed well that the entire 
gain in earning ppwer of the land had not been capitalized in 

1919. In 1920 the acre value of the ten leading farm crops 
dropped to $23.26, one-third below the 1920 mark, and in 
1921 fell still further to $14.45, barely two-fifths of the 1920 
values. Since then there has been some recovery, the acre 
value for 1923 being $21.55, or about one-third higher than 
for the same crops in 1909. 

The drop in the prices of farm products effectually checked 
the boom in land values. After the middle of 1920 land values 
fell steadily, the estimates of the value of all plow lands indi- 
cating that on January i, 1924, land values were 29 per cent 
lower for the whole country than they were on January 1, 

1920, and for good plow lands in Iowa, 34 per cent lower. 
As compared to 1909, at the end of 1923 land prices were 
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25 per cent higher, while the acre value of crops was 35 per 
cent higher. But while in 1909 land had been steadily in- 
creasing in value for some years, 1923 made the fourth suc- 
cessive year of decreasing land values. The increasing acre 
values of farm crops since 1920 had not yet been sufficient 
to offset the sudden drop from the war level of prices. As has 
already been explained, expected changes in rents are just as 
important in determining land values as are present rents. 
Not until a sufficient time has elapsed for completion of the 
pwst-war readjustments in production, prices, and rents, can 
we hope that land prices in this country will become stabilized 
in a proper relation to the prices of farm products. 

From 1890 to 1920 the number of inhabitants per thousand 
acres of improved land increased from 176 to 210, or nearly 
one-iifth. There is practically no land left in this country 
which ca^ bf added to the improved land except land of in- 
ferior quality. So with the increasing population it seems 
certain that once the readjustment is completed we will again 
enter on a period of rising land prices. However, the in- 
crease in population may be partly offset by improvements in 
the efficiency with which land is utilized, so it is impossible to 
forecast how soon such a turn in the present trend will take 
place. 

The paying of a price for farm land beyond its worth as an 
agent in farm production is not so serious a matter for the 
farmer who is able to pay cash for the land. If he has paid 
too much and the price does not rise, or having risen falls 
again, he is poorer but not broken. With the man who buys 
on a land contract with only 20 per cent of the purchase 
price paid down, the case is different. If debt paying is fa- 
vored by rising prices of farm products, most farmers will 
pull through safely, even when land prices are above the pro- 
ductive power of the land. In case of stationary prices, all 
have a hard time, but the more able will succeed in spite of 
the burden of excessive principal and interest. If an era of 
falling prices should follow, hope would soon be crushed and 
the failure of all but the very ablest would be all* but certain. 
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The significance of these truths has been strikingly borne 
out in the last few years. Up to 1920 many farms were pur- 
chased at a high price and with only a small proportion of the 
purchase money paid down. As long as prices kept rising the 
outcome was good. But with the series of unprofitable years 
which followed only the very ablest of those who purchased 
farms at the high prices have been able to hold on. A survey 
of the upper Mississippi valley show^ed that between 1920 and 
the spring of 1923 over 8.5 per cent of all owner farmers had 
lost their farms, while in addition 1 5 per cent were able to con- 
tinue only by the leniency of their creditors. Literally tens of 
thousands of farmers lost their lifetime savings. Thus the 
hard experience of the past few years proved anew that it is 
unwise for a farmer to invest a large share of his savings in a 
nonrifUerest bearing speculative margin in the price of land. 

There are many explanations of the extraordinary rise in 
prices in the first decade of the twentieth century. It followed 
a period of depression. It was the period when people became 
conscious that the land supply is limited, and that the gocxl, 
free land had been taken up. It was a period of great in- 
crease in the supply of gold and also a period of great increase 
in the use of bank checks in the place of gold certificates — 
this is thought to be sufficient to account for half the rise in 
the price of farm products during the decade. The ease with 
which old debts were paid with cheaper money had made 
people hopeful in obligating themselves for the payment of 
larger debts. 

The ten years from 1915 to 1925, with the great war infla- 
tion in prices of all sorts and in land values and the subse- 
quent deflation bringing despair and ruin to thousands of 
farmers, have focused general attention more sharply than 
ever before upon the fundamental bases on which land values 
rest. The present generation, chastened by these recent ex- 
periences, is not apt to forget soon that the price at which 
farm products will sell during the coming years is far more 
important in deciding what price to pay for a farm than are the 
prices of products for the present year or the years before. 
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These are some of the most important prindples and condi- 
tions which should be kept in mind in the consideration of the 
values of farm land, and of farm live stock and equipment. 
The prospective buyer of land will do well to bear in mind 
the advice of Cato, a Roman agricultural writer, who is quoted 
by Pliny^ as saying: “Do not be too eager in buying a farm. 
In rural operations never be sparing of your trouble, and, 
above all, when you are purchasing land. A bad bargain is 
always a ground for repentance.” 

‘Pliny's “Nalur.nl History,” Book XVIII, Chapter VI; “Bohn’s Li- 
brary" edition, Vol. IV, p. n. 



CHAPTER XIX 


THE FARMER’S MEANS OF ACQUIRING LAND 

Free land. Hitherto the progress of American agriculture 
has been powerfully influenced by the presence of vast areas 
of government lands which were easily secured, easily brought 
into cultivation, and which gave large returns upon invest- 
ments. The presence of these vast areas of cheap land of great 
fertility in a country where labor was scarce led to the inven- 
tion of many labor-saving devices until America became noted 
the world over for her agricultural machinery; but, above all, 
the presence of free land has made oppressions by landlords 
impossible. The farmers have been able to take up valuable 
government lands. This means of acquiring land ownership 
has been very important from the time the first settlers landed 
in the New World until the present time. When, in the earlier 
days, land became scarce in Massachusetts, emigration to Con- 
necticut set in, and when the best lands in both of these colonies 
were occupied, there still remained unoccupied good land in 
New York. When the small farmers of Virginia were crowded 
out by the great planters, they found unoccuoied lands in 
North Carolina, and later they followed Boone into the wilder- 
ness of Kentucky. In time the occupation of the Mississippi 
valley was completed, and in more recent years, since the 
great plains have been made easily accessible by railways, the 
settlement of new land has gone on at an exceedingly rapid 
rate. 

That the acquisition of landownership was an easy tajsk for 
the American farmer of the earlier days is indicated by the 
following quotation taken from a description of the settlements 
along the Monongahela in 1772 and 1773: ^Tand was the 

264 
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object which invited the greater number of these people to 
cross the mountains, for as the saying then was, ^It was to be 
had here for taking up’; that is, building a cabin and raising 
a crop of grain, however small, of any kind, entitled the occu- 
pant to four hundred acres of land, and a preemption right to 
one thousand acres more adjoining, to be secured by a land 
office warrant.”^ 

In 1790 Alexander Hamilton proposed a plan for the dis- 
position of the public lands which reads as follows: ^Tn the 
formation of a plan for the disposition of the vacant lands of 
the United States there appear to be two leading objects of 
consideration: one, the facility of advantageous sales, accord- 
ing to the probable course of purchases; the other the accom- 
modation of individuals now inhabiting the western country, 
or who may hereafter emigrate thither. The former, as an 
operation pf finance, claims primary attention; the latter is 
important, as it relates to the satisfaction of the inhabitants of 
the western country. It is desirable, and does not appear im- 
practicable, to conciliate both. Purchasers may be contem- 
plated in three classes: moneyed individuals and companies 
who will buy to sell again; associations of persons who intend 
to make settlements themselves; single persons or families, 
now resident in the western country or who may emigrate 
thither hereafter. The two first will be frequently blended, 
and will always want considerable tracts. The last will gen- 
erally purchase small quantities. Hence a plan for the sale of 
the western lands, while it may have due regard for the last, 
should be calculated to obtain all the advantages which may 
be derived from the two first classes.” ® 

The government was slow in formulating the plan which 
finally became most significant in the conversion of the public 
domain into a nation of farms. The American statesmen of 
the eighteenth century looked upon the western lands ^'as 

'Tlie Settlement of the Western Country, by Re\erend Joseph Dodd- 
ridge, in Hart's “American History Told by Contemporaries,*’ VoL II, 
p. 387. 

*See “The Public Domain,” by Donaldson, p. 198 
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an asset to be cashed at once for payment of current expenses 
of government and extinguishment of the national debt.”^ 
This desire to convert the public domain into cash led to the 
sale of land in large tracts. Under the ordinance of May 20, 
1785, surveyed lands were offered in lots as large as a whole 
township of 36 sections of 640 acres each, for not less than $i 
per acre.® Under an Act passed May 18, 1796, which pro- 
vided for the survey of certain lands in the present state of 
Ohio, surveyed lands were to be offered at public sale in sec- 
tions of 640 acres, and in lots of eight such sections each. The 
minimum price was then fixed at $2 per acre.® Prior to May 
10, 1800, 1,484,047 acres of land had been sold from the public 
domain for the benefit of the United States. From these sales 
was realized $1,201,725.68.* 

Under an Act of May 10, 1800, land offices were opened in 
the Northwest Territory. The minimum price was kept at $2 
per acre. Lands were offered for three weeks at public sale in 
sections and half sections, and what remained at the end of 
this period was to be sold privately, as wanted, at the minimum 
price. During the next twenty years the net sales of govern- 
ment lands were 13,642,536 acres, from which the sum of 
$27,900,379.29 was realized.® In 1820 the minimum price of 
land was reduced to $1.25 per acre. The revenue idea was 
gradually abandoned and the settlement of the western country 
came to be looked upon as the principal end in view in the dis- 
position of the public domain. 

The preemption system, which gave the preference to actual 
settlers in the sales of land at the minimum price, was em- 
bodied in sixteen special Acts between 1801 and 1841. At the 
latter date a general Act was passed which, with minor 
changes, remained in force until 1891. The actual settlers 
were permitted to enter upon tracts of land not larger than 
160 acres nor less than 40 acres before such lands had been 

'Ibid., p. 196. 

•Ibid., p. 197. 

•Ibid., p. 200. 

•Ibid., p. 201. 

•Ibid., p. 203. 
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offered at public sale. The requirements were that the person 
should reside in a dwelling upon the tract, improve and culti- 
vate a part of the land, and after a limited period pay $1.25 
per acre. 

“The preemption system,” says Donaldson,^ “arose from 
the necessities of settlers, and through a series of more than 57 
years of experience in attempts to sell or otherwise dispose of 
the public lands. The early idea of sales for revenue was 
abandoned and a plan of disposition for homes was substituted. 
The preemption system was the result of law, experience, execu- 
tive orders, departmental rulings, and judicial construction. 
It has been many-phased, and was applied by special acts to 
special localities, with peculiar or additional features, but it 
has always and to this day [1880] contains the germ of actual 
settlement, under which thousands of homes have been made 
and lands jnoade productive, yielding a profit in crops to the 
farmer and increasing the resources of the nation.” 

The Homestead Act of 1862 was the final step in the direc- 
tion of free land for actual settlers. This law was the result, 
in part at least, of the agitations of the Free Soil Democrats. 
They claimed “that the public lands of the United States be- 
long to the people, and should not be sold to individuals, nor 
granted to corporations, but should be held as a sacred trust 
for the benefit of the people, and should be granted in limited 
quantities, free of cost, to landless settlers.” ® 

The homestead law enables the landless farmer to secure 
a quarter section, 160 acres, of land and acquire a title to the 
same by maintaining residence thereupon and improving and 
cultivating the land for the continuous period of five years.^ 

“The homestead act,” says Donaldson,^ writing in 1880, 
“is now the approved and preferred method of acquiring title 
to the public lands. It has stood the test of eighteen years, 
and was the outgrowth of a system extending through nearly 

^ Ibid., p. 215. 

^Jbid,, p. 332. 

‘Circular from the General Land Office showing the manner of pro- 
ceeding to obtain title to public lands, 1904, p. ii. 

* See “The Public Domain/' by Donaldson, p. 350. * 
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eighty years, and now, within the circle of a hundred years 
since the United States acquired the first of her public lands, 
the homestead act stands as the concentrated wisdom of legis* 
lation for settlement of the public lands. It protects the gov- 
ernment, it fills the states with homes, it build-’ up communi- 



Figure so. — Federal land unappropriated and unreserved July i, 1923. 


ties, and lessens the chances of social and civil disorder by 
giving ownership of the soil, in small tracts, to the occupants 
thereof. It was copied from no other nation’s system. It 
was originally American, and remains a monument to its origi- 
nators.” 

From 1873 to 1891 a Timber Culture Act was in force. This 
act, as first passed, enabled ''any person” to obtain not more 
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than 160 acres of land by planting 40 acres of timber and 
properly caring for the same for ten years. The number of 
acres of timber required was finally reduced to ten, and the 
period of cultivation to eight years. The privilege came to be 
restricted, however, to persons twenty-one years of age, heads 
of families, citizens of the United States, or one who has filed 
his declaration of intention to become such. The law was a 
failure from the standpoint of timber culture, but in all 44,229,- 
950 acres of land were entered by this method. 

The total area included in farms was more than doubled 
between i860 and 1900. The acreage in farms was 407,212,- 
538 in i860, and in 1900 it was 838,591,774. The importance 
of free land in this increase in the total area of land in farms is 
shown by the fact that between January i, 1863, and jfune 30, 
1900, 188,149,032 acres of land were entered under the home- 
stead laws.*, It is estimated that public lands had been dis- 
posed of by the government prior to June 30, i860, to the 
extent of 417,587,322 acres.^ 

The free distribution of farms by the Government practically 
no longer exists. Although nearly one-tenth of the total land 
area of the United States, exclusive of Alaska and the insular 
possessions, remains unappropriated and unreserved (185,933,- 
242 acres in 1923 out of the total area of 1,903,289,600 acres), 
this land is nearly all desert or semi-desert and unsuitable for 
the production of crops. It is located principally in Arizona, 
California, Colorado, Idaho, Montana, Nevada, New Mexico, 
Oregon, Utah, and Wyoming, and most of it is used for grazing 
sheep and cattle, particularly during the winter and spring 
months when the vegetation is more abundant. A large acre- 
age is required to support a family even in a modest pioneer 
manner, as is indicated by the fact that under the Grazing 
Homestead Act, which allows only 640 acres to an applicant, 


^Donaldson (“Public Domain/' p. 519) says: “The disposition of the 
public domain from its origin to June 30, 1883, is estimated at about 
620,000,000 acres/’ From this number has been subtracted the sum of 
the amounts annually disposed of each year from June 30, i860, to 
June 30, 1883, or 202,412,322 acres. 
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but 91,000 entries had been approved up to June 30, 1923, 
embracing 35,666,000 acres. Practically all these grazing 
homesteads which offer the slightest possibility of success have 
been applied for. When an Indian reservation is now thrown 
open to settlers there are many applicants for every desirable 
piece of land. In the summer of 1904 there were in one case 
106,308 persons registered with the hope of drawing farms 
where there were but 2412 pieces of land of 160 acres each 
for distribution. 

Land settlement. While free land, useful for agricultural 
purposes, is scarce and no longer plays an important part in 
the maintenance of landownership on the part of farmers in 
the United States, there is much unoccupied land in the old 
forest regions which is now on the market at a low price. 
Whether the price is relatively low when compared with the 
old prairie farms may be doubtful, but the absolute figures look 
small to the farmer who has worked $200 land as a tenant until 
his hair is gray and who is still unable to make the first pay- 
ment on the farm he occupies. The man in this pi>sition takes 
a trip to the cut-over country and finds an eighty-acre farm 
with thirty acres cleared and the remainder covered with sec- 
ond-growth, interspersed with occasional open grass spots con- 
nected by cow-paths. At first blush, before he has any idea 
of the cost of clearing the remaining fifty acres of brush land 
except the opinion given by the land agent, and without any 
knowledge of what a year’s labor will yield on this farm, $50 
or ?6o an acre sounds cheap. It is within his means. The 
desire for a home of his own after many years of tenancy turns 
the balance quickly in favor of buying. Thus it is that a 
good deal of the savings of tenant farmers occupying high- 
priced land is used in getting homes on the lower-priced and 
less valuable land. While this tends to emphasize tenancy 
in the regions of high land values it provides the funds for de- 
veloping new lands and helps to maintain the percentage of 
landownership in the United States as a whole. 

That this movement to cheaper lands in order to acquire 
landownership may have the best results for the farmers and 
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for the country as a whole, the movement must be guided by 
people who know the possibilities of the land and who have^no 
personal interest in any particular piece or kind of land. The 
dishonest real estate agent does much to retard this movement 
by levying a heavy tax upon the farmers who are so unfor- 
tunate as to fall into his hands. The honest, intelligent real 
estate agent who takes a professional interest in the upbuild- 
ing of his community is rendering a valuable service. Several 
states, through their immigration bureaus, are doing much to 
encourage the settlement of their sparsely settled regions by 
carrying on an educational campaign among those people who 
wish to move to newer and cheaper lands. Much more work 
needs to be done by these states in the way of estaljlishing 
well-worked-oiit plans for settling the land on a basis profit- 
able to the settler and to the state its a whole. This will not 
only increase the wealth of the country but facilitate the main- 
tenance (if tne landowning farmer as the dominant class in 
American agriculture. 

Gift and inheritance, A vast amount of wealth passes on 
from generation to generation by gift and inheritance. Hence 
it is not necessary, in order to maintain the class of landown- 
ing farmers in a country where this class is already estab- 
lished, that each succeeding generation of farmers should save 
from the profits of their industry sufficient wealth to purchase 
their farms, and to hand this accumulated wealth over to the 
preceding generation of landowners. This would be necessary, 
however, in order to refetablish a class of landowning farmers 
in one generation in a country where landlordism has become 
universal. In England, where most of the land is owned by a 
comparatively small number of landlords, the estates are 
handed down from generation to generation and thus remain 
the projDerty of the landlord class; and in that country it is un- 
usual indeed for a tenant farmer to undertake to purchase 
a farm. In Germany, where peasant proprietorship is the 
rule, the farms are handed down from father to son by in- 
heritance, and thus the property is kept in the hands of the 
tillers of the soil. The conditions with respect to inherited 
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wealth are, therefore, of great importance in determining the 
status of farmers with respect to landownership. 

In the United States it is a matter of common observation 
that farmers who are able to do so, assist their sons in buying 
farms. This assistance may be relatively very great in the 
case of a wealthy farmer who has a small family; and again 
it may be \ery small in the case of a farmer in moderate cir- 
cumstances, who has a large number of children among whom 
he wishes to distribute his assistance. Often the home farm is 
greatly enlarged by purchasing a “forty” here and an “eighty” 
there while the boys are growing to manhood, and then par- 
celed out as the young men wish to establish homes for them- 
selves. Again, when the parents are gone, the remainder of 
their accumulated wealth passes by inheritance to their sons 
and daughters and helps very greatly in the enlargement of 
their farms as their growing families make larger farms de- 
sirable. 

The movement of population from country to city, which 
has been so great in recent years in this country, results in the 
transfer of a vast amount of wealth from the agricultural in- 
dustry, which must be replaced from some source if the wealth 
of farmers is not to decline. The general principle may be 
thus stated; 1 hr greater the amount of land and other forms 
of wealth acquired by one gentratton and transmitted to the 
farmers of the next, and the more evenly this wealth is dis- 
tributed, the gnattr the ease with which the ownership of land 
may be acqumd by the succeeding generations of farmers; 
but the larger the farm families of a given community, and the 
larger the percentage of each succeeding generation who seek 
a livelihood in other industries, the greater the amount of 
wealth which will be drawn from agriculture into other in- 
dustries by gift and inheritance, and the smaller the part which 
inherited wealth will play in the acquisition of landownership. 

The number of persons employed in the various other oc- 
cupations has increased much more rapidly than has the num- 
ber engaged in agriculture. This is shown by the following 
table, which gives the proportion, of those engaged in aU gain- 
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ful occupations, which were employed in ^^agricultural pur- 
suits.”^ 

TABLE XX 


Date 

Pfrcemtage Engaged in Agriculture 

1820 

87.1 

1840 

77.5 

1870 

47.5 

1880 

44-4 

1890 

39-2 

1900 

357 

1910 

32. s 

1920 

25.7 


Perhaps the most important explanation of this more rapid 
increase in the percentage of those engaged in other occupa- 
tions than agriculture, is the transfer of a share of the agri- 
cultural population to the other industries. This has often 
been spoken<^qf as the movement from the country to the city. 
Men who have long been farmers sometimes move to the 
cities and enter other occupations, but what is more significant 
than this is the movement of the farm boys from country to 
city. A large percentage of the boys who are brought up in the 
country are educated and sent into the city, where they enter 
occupations of every description. A large percentage of the 
men who control the industries of cities to-day were one-time 
farm boys. 

This movement from country to city was especially rapid 
during the seventies and eighties for two reasons: First, 
agricultural methods were transformed by the introduction of 
labor-saving machinery, until a much smaller percentage of the 
total working population was required to produce the same 
supply per capita of food stuffs and raw materials. Second, 
the manufacturing industries have been developing rapidly 
during the same period, giving opportunity for a share of the 
increasing farm population to find remunerative employment 
in the industries of the cities. 

^ Twelfth Census of the United States, 1900, Special Reports, Occupa- 
tions, pp. XXX, I, and Fourteenth Census of the United States, xgao, 
Occupations, Vol. IV, p. 35. 
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This stream of population is carrying a vast amount of 
wealth from country to city every year. This movement of 
wealth from country to city has rightly been given as one 
cause of an increase in the percentage of tenancy, for it trans- 
fers to the city the owners of many farms, and these farms 
are cultivated by tenants until some farmer is able to acquire 
its ownership by transferring to the city owner an equivalent 
amount of wealth. 

Thus while gift and inheritance are economic conditions of 
great importance in determining the status of farmers with 
respect to landownership, and make any rapid change in their 
status in this regard impossible, some other means of accumu- 
lating wealth must be available if the present percentage of 
landowning farmers is to be maintained. This leads to the 
investigation of savings in agriculture as a means of acquiring 
landownership. 

Savings. The process of saving from the earnings of many 
years and making a purchase^ is a means of acquiring land- 
ownership which is of especial significance in the consideration 
of the conditions which make it possible for tenant farmers to 
become landowners. The majority of the tenants are able to 
save from their earnings, because their net returns are more 
than enough to cover the expenses of living. When long periods 
of time are taken into consideration, the prices of agricultural 
products tend to be such that the total product of the least 
capable farmer who can remain permanently in the business 
will equal his cost of living and all other annual expenditures, 
including rent and normal returns on permanent investments. 
This is true partly because long-time-average prices are a most 
important factor in determining the degree of efficiency which 
is necessary for making a living by farming, and all who do 
not prove themselves efficient to that degree must leave agri- 
culture to those who are more capable; again, it is true partly 
because the long-time-average price must be such as will en- 
courage the production of sufficient produce to supply the ef^ 
fective demands of the people, and the least capable farmer 
who is required to produce this supply must receive prices 
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which will enable him to live in accordance with his idea of a 
living^ to pay rent^ wages (unless he and his family do all the 
work, in which case this item is included in a living), wear 
and tear on machinery, and normal returns on permanent in- 
vestments. 

It is true, certainly, that, at any given time, there are those 
who are producing at a loss, others who are just able to make 
both ends meet, and still others — and ordinarily this class in- 
cludes the vast majority — who are able to make an extra 
profit because of their superior ability. 

This differential gain, or profit due to superior ability, is the 
condition which, even where gift and inherited wealth are 
insignificant, makes it possible for farmers to accumulate 
wealth and to become the owners of farms. It is true, cer- 
tainly, that the more efficient may live much better than the 
least capable, or marginal farmers, and thus the habits of life 
may reduce I'hc power of the more efficient farmers to save 
from their profits. But the condition which gives rise to this 
differential gain certainly makes it possible for the more ef- 
ficient tenant farmers to buy land. 

The greater the number of those who have gained a degree 
of efficiency above that of the marginal farmers and the greater 
the difference between the degree of efficiency of the majority 
of farmers and that of the marginal farmers, the greater is the 
differential gain which will go to farmers as personal profits, 
and the better able they will be to become landowners. On 
the other hand, the more homogeneous the farmers who supply 
the market, that is, the smaller the number who have gained a 
degree of efficiency above that of the marginal farmer and 
the less this degree of difference, the smaller is the total dif- 
ferential profit and the less able are tenant farmers to accumu- 
late sufficient wealth to buy farms. 

Credit. It is a common practice in the United States for 
farmers to borrow money to invest in land. When a young 
man has saved enough money to pay some share, say half or 
two-thirds of the price of the farm, he borrows the remainder 
and makes an investment, a mortgage being given to secure 
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the loan. This enables the farmer to buy land much sooner 
than he could if he were required to save the entire amount 
before making the purchase. Where the rate of interest 
charged is not too high, it is often more desirable to pay in« 
terest than to pay rent; for the difficulty of adjusting the re- 
lations between the landlord and tenant is in this way re- 
moved, and the fanner is free to improve the land as he 
chooses, knowing the benefits will be his own. 

Farm mortgage indebtedness was first reported by the 
United States Bureau of the Census for 1890. At that time 
28.2 per cent of the farms operated by their owners were 
mortgaged. In 1900 the percentage was 31, and in 1910 it 
was 33.6. The total encumbrance reported was $1,085,995,960 
in 1890 and $1,726,172,851 in 1910. The former represented 
35-5 per cent of the value of the mortgaged farms, while the 
latter represented only 27.3 per cent. The lower rate is ex- 
plained by the fact of increased land value. 

Throughout the southern states, where the percentage of 
tenancy is high, the percentage of mortgaged farms is low as 
compared with the percentage in the North, where the mort- 
age is used largely as a means of acquiring landownership on 
the part of young men. At the same time retiring farmers 
favor the plan of selling the farm and leaving a large share of 
its value in the land, taking a mortgage for security. This 
not only facilitates the climbing of the agricultural ladder on 
the part of the young farmer, but it aids the old farmer in 
making a safe retreat from the farm, giving him plenty of 
time to familiarize himself with other forms of investment be- 
fore withdrawing his funds entirely from the form of invest- 
ment which he understands. 

The extent to which mortgages are given to cover a part of 
the purchase price is illustrated by the following quotation 
taken from a special study made in connection with the census 
for 1890: 

a result of inquiries made in 102 selected counties, distributed 
throughout the United States, the conclusion is that 80.13 per cent 
of the mortgages in force were made to secure the purchase price of 



THE FARMER’S MEANS OF ACQUIRING LAND 277 

real estate and to make real estate improvements, when these objects 
are not complicated with other objects, and that the original amount 
of these mortgages is 82.66 per cent of the total original amount of all 
mortgages in force. If to these objects arc added the objects of business 
and the purchase of various articles of personal property of the more 
durable kind, such as domestic animals, wagons, farm machines, when 
not combined with other objects, the mortgages are 89.82 per cent of 
the entire number in force, and their original amount is 94.37 per cent 
of the total original amount of all mortgages in force. . . . The mort- 
gages distinctly representing a loss of wealth, or wealth soon to be 
consumed, are embraced in the description of farm and family expenses, 
and their number is 5.4 per cent of the total number of mortgages in 



force, while their original amount is 1.73 per cent of the total original 
amount. ... A distinction must be observed between the cause and 
the consequence of mortgages. The mortgage, in its motive, is for the 
most part a mere business venture, and, so far as foreclosures show% for 
the most part a successful one. It liecomes a misfortune when for any 
reason it becomes a bu.sines.s mistake.” ‘ 

These figures, it is true, refer to real estate mortgages gen- 
erally; but there is no reason for thinking that the mortgage 
is used for other purposes than the securing of the purchase 
price of real estate in the case of farm mortgages more fre- 

* Eleventh Census of the United States, 1890, Reiwrt on Real Estate 
Mortgages, p. 310. 
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quently than in the case of other real estate mortgages. In 
general, we would be inclined rather to think that farm mort- 
gages were more likely to be given to secure the purchase 
price than the mortgages on city lots, for example, where the 
total value of the lot might be relatively small compared with 
the value of the business which might be established thereon, 
and whicli might be an occasion for desiring to mortgage the 
real estate to secure funds to extend the business. In general, 
the conclusion which should be drawn seems to be that the 
mortgages on farms are in the vast majority of cases used as 
a means of making the transition from tenancy to landowner- 
ship, and are frequently an evidence of growing prosperity. 

The evidence seems to show, also, that the farmers are 
usually successful in their use of the mortgage as a means of 
acquiring the ownership of land. In Illinois, Michigan, Min- 
nesota, and New Jersey, from one-third to one-half per cent, 
only, of the farm mortgages are foreclosed each year; ^ and 
the average duration of farm mortgages in the United States 
is about five years.^ From this we may conclude that in the 
above-named states not much more than from one and two- 
thirds to two and one-half per cent of the farm mortgages are 
foreclosed. But we cannot argue from this that from ninety- 
seven and one-half to ninety-eight and one-third per cent of 
the mortgages (ire duly paid, out of the profits of agriculture. 
Many cases will come to the mind of the reader, where the 
unsuccessful aspirants to landownership have sold their mort- 
gaged farms in order to pay off the mortgage and save a part 
of their original investment. However, it is fair to say that 
excepting in periods of agricultural depression, such as that 
following the World War, the vast majority of such adventures 
prove successful. 

A classification by age groups of the owners of farm homes, 
in the United States, may be obtained for the census years 
1890 to 1920, which gives the percentage of the owned farm 

* George K. Holmes, Quarterly Journal of Economics, 1896, Vol. X, 
p. 49- 

* Eleventh Census, Report on Farms and Homes, p. 109. 
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homes ivhich are encumbered. This classification is shown in 
the following table: ^ 


TABLE XXI 

The Percentage of Owned Farms Which Were Known to Be 
Encumbered, in the North Central Division, 1890 to 1920, 
Classified by the Age of the Owners 


Age 

Farm Homes 

Farms 

1890 

1900 

IQIO 

1920 

Under 25 years 

25 to 34 years 

35 to 44 years 

45 to 54 years 

55 years and over 

40.7 

49.5 

49.1 

44.5 

32.1 

43-6 

48.3 

48.3 

41 S 

32.2 

41.8 

53.6 
500 

41.5 

28.7 

61.6 
68.2 
S8.1 

451 

29.7 


From these figures it will be seen that the percentage of 
encumbrance increases from youth to middle age, and declines 
from midtiie age to old age. This fact, and also the relation 
between the increase in the percentage of mortgages and the 
decline in the percentage of tenancy, is shown more clearly in 
the following table in which the one state of Illinois is con- 
sidered, Illinois being one of the northern states in which the 
percentage of tenancy is high: 

TABLE XXII 

The Percentage of Owned Farms Which Were Known to Be 
Encumbered, and the Perceniage of All Farms Which 
Were Rented, in the State of Illinois, for the 
Year 1920 


Age 

Kncumbered 

Farms 

Rented 

Farms 

Under 25 years 

27.2 

75-7 

25 to 34 years 

35.0 

70.1 

35 to 44 years 

34.3 

49-4 

45 to 54 years 

29.7 

30.7 

55 to 64 years 

23.3 

19.8 

65 years and over 

16.6 

12.S 


^ These figures were calculated from the Report on Farms and Homes 
for 1890, from Vol. II of the census for 1900, and Vol. V of the census 
for 1920. 
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When we consider the mortgage in all of its relations it is 
apparent that this is one of the important means of acquiring 
landownership; and while it sometimes proves disastrous, it is 
practically indispensable in our rural organization, and on the 
whole it may be looked upon as an institution favorable to the 
interests of the farmer. 

Credit systems have an important influence upon the per- 
centage of tenancy in a country. This is illustrated by the 
experience of Germany. 

Tenancy in Germany is largely among the occupiers of the 
very large and of the very small farms. This is shown in the 
following table: 


TABLE XXIII 

Percentage of the Farms of Various Sizes in Germany Which 
Were Composed Solely of Leased Land, in 1S95 


Under $ acres IQ.91 

5 to 12.3s acres 3,54 

12.35 to 494 1.97 

49.4 to 247 4.64 

247 acres and over 25.68 


Not only was the percentage of tenancy low, but the statistics 
fail to prove any important change in this regard from 1882 to 
1895. In 1882, 15.71 per cent of the farms were composed 
solely of leased land, and in 1895 the percentage was 16.42; 
but at the same* time, 12.88 per cent of all land in farms was 
leased land in 1882 and only 12.38 per cent in 1895. It would 
appear, therefore, that there was little change in the status 
of the farmers with resf)ect to landownership during this 
period. Indeed, Germany is a nation of landowning farmers, 
while in France 47.2 per cent of the cultivated area is oc- 
cupied by tenants, and in England the landowning farmer is 
rarely found. 

Not only is it important that the young fanners who wish 
to go in debt for land should be able to borrow money at a low 
rate of interest, but it is equally important that the tenant 
farmers should be able to invest their savings in a profitable 
manner, until they have accumulated sufficient capital to 
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enable them to invest in land. Furthermore, it is especially 
important that farmers who have accumulated funds beyond 
what they can use in their farming activities be provided with 
a safe investment other than land, lest they continue to buy 
farm after farm just as a safe investment, and in this way 
force the price of land too high for the young farmer. The 
remedy is to make it easy for every farmer to invest his sur- 
plus in Federal farm loan bonds which pay a higher rate of 
return than farms let to tenants have been paying in the 
region of high land values. 

Integrity as a source of income. The young farmer wants 
to become the owner of a good farm with line buildings and 
splendid equipment. In these days of high land values, this 
requires a large sum of money. Few can hope to acquire the 
desired farm by inheritance or even by marriage. These are 
both poor ways to acquire a farm, for if the farm should come 
by these means, the pleasure of earning it would be lost, and 
with it one of the greatest joys of life. 

Those who have made calculations upon the time required 
to earn and save the modest fortune required in these days 
to own a farm have too often left out of account certain very 
important sources of income. It is a matter of common obser- 
vation that the income of one man is often very much larger 
than that of another. There are those who are much inclined 
to attribute this to unfair dealing. The difference is due in a 
great measure to the fact that some men have more sources 
of income than others. 

There are four important sources of income: labor, manager- 
ial activity, integrity, and capital. The man who depends 
upon labor alone will have, as a rule, but a small income. It 
is when ability as a manager and integrity as a man begin to 
yield their income that the young man gets ahead rapidly. 

It has often been said, the first thousand dollars is the 
hardest to accumulate. This is true because it must be saved 
almost wholly from one source of income, — ^labor. From this 
one source of income must be provided, food, clothing, and 
shelter for the worker, before anything can be put aside as 
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savings. Add another important source of income and ac- 
cumulation by saving becomes easier. 

The importance of integrity as a source of income cannot 
easily be overestimated. There are two ways of realizing upon 
integrity. Most men are willing to assume a certain amount 
of integrity on the part of young men. A young man can 
sometimes take advantage of the fact and, by dishonest ac- 
tions, realize a small return once for all. It is not this method 
of realizing upon one’s stock of integrity that is to be dwelt 
upon here. The way to derive an important financial return 
from one’s reputation for integrity is not to sell out but to 
continually acquire more stock. 

•Reputation for integrity gives the opportunity for the 
young man with little capital to realize upon his managerial 
activity. There are many owners of farms who, having grown 
old farming, are willing to turn their entire capital over to the 
management of a trustworthy young man. By working as a 
hired laborer on a farm, a young man may establish such a 
reputation for integrity that the owner of the farm will turn 
over the entire management of the farm and equipment to 
him as a tenant instead of as a directed hireling. The writer 
knows cases where this has resulted in an increase in the in- 
come of a young man from thirty dollars a month and board 
to a thousand^ dollars a year. Integrity gives opportunity to 
realize upon one’s managerial ability by operating the capital 
which belongs to others. 

How should one inventory his resources? The capitalist 
values his stocks according to the income they yield. If a 
given certificate of stock yields $6o a year, and the correct 
rate of interest is 6 per cent he will value the stock at $1000. 
This is the capital value of the stock. If a young man can 
increase his annual income $360 by establishing a reputation 
for integrity, and thus securing an opportunity to manage the 
capital of others, why should he not look upon this stock of 
integrity as the capitalist does his stock? It would take 
$6000 loaned at 6 per cent to yield $360 annually. In count- 
ing his net worth at any given time the young man may well 
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capitalize his integrity. It is better to overestimate than to 
underestimate the economic value of simple honesty as a re- 
source, and as a source of income from which it is easy to save 
money and buy a farm. 

Taxation. It has been noted by economists that the market 
price of land is often greater than the capitalization of the net 
rent at the current rate of interest. That is, men are willing 
to take a lower return on investments in land than on loans, 
even where the security is a farm mortgage. This is said to 
increase the difficulty of paying off farm mortgages. The man 
whose farm is mortgaged must pay, for example, 6 per cent 
for the use of money which, as an investment in land, is yield- 
ing him no more than 4 per cent. 

With the Ricardian theory of distribution in mind, which 
assumes that all farmers possess the same degree of efficiency, 
economists have concluded that this discrepancy between the 
net rent and the interest would make it practically impossible 
for the farmers to pay off their mortgages. It will be readily 
understood from the discussion of profits due to superior ability, 
that all but the less efficient farmers are able to counterbalance 
this loss by earning personal profits, so that the fact of the 
discrepancy is not so disastrous as has been supposed by the 
economists; yet this discrepancy has an important retarding 
infience upon the movement from tenancy to the unencum- 
bered ownership of land. 

This difference between net rent and interests is due to many 
causes. Many of these causes have already been discussed in 
the chapter on the price of land; but we wish to emphasize 
especially the infiuence of double taxation in this connection. 
Double taxation, the taxing of both the farm and the mortgage 
upon the farm, tends to increase the difference between the 
rate which must be paid upon the loan and the returns received 
upon investments in land. The man who lends money upon a 
mortgage wants at least as large a return as if he had pur- 
chased the land himself. Had the man who lent the money 
purchased the land and rented it, he would have paid the land 
tax out of the net rent. If he lends the money and has to pay 
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tax at the same rate on the mortgage, he will demand interest 
equal, at least, to the net rent of that proportion of the farm 
represented by the face of the mortgage. This means that 
the farmer will have to pay interest equal to the net rent and 
then pay the land tax besides; thus paying more in interest and 
in the tax, by the amount of the tax, than he would have paid 
as a tenant. To tax a farm mortgage is, therefore, to tax a 
farmer for using the mortgage as a means of acquiring land- 
ownership. 

While double taxation retards the farmer in acquiring land- 
ownership, there are forms of taxation which facilitate this 
rise in his status. Wherever there is a tendency for wealthy 
men to buy farm after farm from their superabundance of in- 
come, their bidding against the farmers drives the price of 
land too high and thus forces men to remain tenants who would 
be better farmers, better citizens, happier because they are 
paying out on a purchased farm. To discourage this outside 
competition which inflates prices and depresses farming, a 
progressive land tax is suggested. The essence of this tax 
is that the more land one owns beyond one farm of a specified 
maximum area, varying with the quality of the land, the 
higher the tax * rate which is levied upon the land. WTien 
properly administered such a tax will tend to keep the land on 
the market for those who wish to use it at a price not so far 
from its use value, and in this way facilitate land buying on 
the part of farmers. It is not at all necessary, in order to 
secure this result, that the tax be confiscatory. A slight dis- 
crimination against large holdings is sufficient to produce the 
desired result. 

Now that the government has practically exhausted its 
supply of good farms and competition has driven the price 
of the best lands to a point where a considerable fortune is 
required to pay for a farm, it becomes more and more im- 
portant that every facility be provided the farmer for making 
the most of gift, inheritance, and profits as means of acquiring 
the ownership of land. The farmer should have every facility 
for acquiring a knowledge of the facts and principles which 
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underlie farm management and marketing in order that he may 
win larger profits from which to save money to invest in land. 

Many farmers who have reached that stage in life where 
they desire to retire, rent their farms to young men who have 
not the means to acquire ownership in land. It often happens 
that the farms thus rented are not properly equipped for 
farming in the most effective manner. Better permanent im- 
provements such as modern dairy barns often make it pos- 
sible greatly to increase the income both of the landlord and 
of the tenant and put the tenant in a position to save enough 
from the profits to accumulate funds with which to buy a 
farm. With the idea of demonstrating the right relation be- 
tween landlord and tenant which, if generally practiced, would 
be profitable to retired farmers and, at the same time, help 
young men acquire the ownership of land, the Fairway Farms 
Corporation was organized March 21, 1924, at Bozeman, Mon- 
tana. This" company purchases farms of a proper size for the 
type of farming suited to the locality, equips them properly for 
carrying on the desired type of farming and secures as a tenant 
a man of limited means who has demonstrated his ability as 
a farmer and has established a reputation for integrity. The 
lease contract includes an option to buy the farm, on partial 
payments, at a definite price at such time as the tenant is able 
to make a stated payment. The object is to provide favorable 
conditions for the tenant to rise from the position of tenant 
to that of free owner and, at the same time, provide a fair 
return to the owner of the land for the period it is rented and 
a fair price for the land when it is sold. It is hoped that 
this experiment will lead large numbers of land and mortgage 
companies, who have farms to dispose of, to use this method 
instead of the high-pressure salesmanship methods too com- 
monly used by real estate agents in disposing of land without 
regard to the future success of the farmer who buys the land. 
It is also hoped that this demonstration will point the way to 
retiring farmers who wish to secure an income from their 
farms and, ultimately, to sell their farms to the “ising gener- 
ation of young farmers. 
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PROBLEM ILLUSTRATING THE FOREGOING PRINCIPLES 
I. Four farmers, A, B, C, and D, are in competition for four grades 
of land, 1st, 2d, 3d, 4th. The following figures represent the value of 
the produce which the farmers of each grade can produce on the land 
of different grades as a result of the expenditure of six dollars’ worth of 
labor and capital: 


Grades of Farmers 


Gradls 

OF Land 


I 

11 

III 

IV 

A 

13.S 

12. 

lO.S 

9 

B 

12. 

10.67 

9.33 

8 

C 

lo.s 

9-33 

8.17 

7 

D 

9. 

8 . 

7. 

6 


(а) How much differential rent would be paid for the amount of 
land employed in each case (allowing 5 cents as a margin in each 
case) ? 

(б) Supposing that the six dollars are expended upon one acre in 
case of the fourth-grade land, and that the third-grade land is farmed 
S per cent more intensively than the fourth grade, and the second 
grade 10 per cent, and the first grade 15 per cent more intensively 
than the fourth grade, how much would the rent per acre be on each 
grade of land? 

(c) Supposing that the net rent is go per cent of the gross rent, and 
that the current rate of interest on safe loans is 5 per cent, what would 
be a fair capitalization of the income of each piece of the land? 

(rf) Supposing that all farmers live equally well, and leaving out of 
account the influence of variations in capacity, how long would it take 
each man to pa^ for the land which he cultivates by saving from his 
profits if the land can be purchased at its capital value? How long if 
speculation has driven the price of land 50 per cent above itj capital 
value ? 

(e) How would problem (d) be affected if the tenant could get only 
4 per cent interest on his savings and has to pay 6 per cent on borrowed 
money, on the assumption that he buys the farm when he has saved 
enough to pay half the price? 










CHAPTER XX 


TENANT FARMERS IN THE UNITED STATES PRIOR 

TO 1880 

Prior to 1880 there were no statistics relating to tenancy 
and landowncrship in the United Slates. Regarding this 
period our knowledge must be based upon such statement as 
can be found in the literature of the period. Such material 
is unsatisfactory but in the absence of anything more reliable 
should be used. A little evidence is better than none even if 
it serve only to emphasize the lack of knowledge and to dis- 
courage the making of unwarranted assumptions. A wide 
range of opinion has been expressed regarding the prevalence 
of tenancy in the United States prior to 1880. One writer ex- 
presses the belief that at one time all farmers were landowners 
and that there had been a gradual decrease in the percentage 
of landowncrship on the part of farmers/ while another Avriter 
has expressed the conviction that the percentage of the tillers 
of the soil who own the land they cultivate has greatly in- 
creased since the middle of the nineteenth century.- It is 
doubtful if either of these positions can be proved to the en- 
tire satisfaction of all students of the question. 

^ North American Review, Vol. 142, p. 303. 

* Twelfth Census, Vol. V, p. Ixvi. In justice to the author of the 
statement referred to in the census, let it he maile clear that landowning 
farmers are compared in imi)ortaiicc not with tenant farmers but wdth all 
tillers of the soil other than landowning farmers. That is, tenant farmers 
iind farm laborers have been thrown together, and the claim made that 
this class of non-landowning tillers of the soil has not increased so 
rapidly as the landowning farmers. It was not contended that the per- 
centage of tenant farmers had not increased but that the percentage of 
laborers had decreased more than enotigh to counterbalance the increase 
in tenancy, that the change was betw'een these two classes, and that 
increased tenancy did not mean a decrease in the importance of land- 
ownership on the part of those engaged in farming. 

287 
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It is the purpose in this chapter to piece together the evi- 
dence of tenancy in the United States prior to the first census 
report on the subject. The American farmer of the last quarter 
of the eighteenth century was as a rule owner of the land he 
tilled. While in England the term “farmer” was used at that 
time to designate a tenant farmer, in America the term had 
come to imply landownership. There were many reasons for 
the prevalence of landowning farmers and the scarcity of ten- 
ant farmers in America. The system of inheritance helped to 
maintain the class of landowning farmers. An agricultural 
writer of the period remarked: “The little freeholders who 
live upon their own property make much the most considerable 
part of the whole province [of New England]. These are the 
posterity of former settlers, who, having taken in tracts of 
waste land proportioned to their ability, have died and left 
it to their descendants (equally divided among all the children, 
by the gavelkind custom, which is prevalent throughout this 
province.”^ 

High wages, accompanied by low land values and the pos- 
sibility of taking up new land, made it relatively easy for the 
poor man who was industrious to rise to the position of land- 
owning farmer. ’ It could then be said that “the evening of an 
industrious life is universally that of a little planter in the 
midst of all ijecessaries.” “Their farms yield food, much of 
clothing, most of the articles of building, with a surplus suffi- 
cient to buy such foreign luxuries as are necessary to make 
life pass comfortably, there is very little elegance among them, 
but more of necessaries, a greater capability of hospitality, and 
decent living than is to be found among the few remains of 
their brethren in England.”- 

The self-sufficing character of the farm economy made it 
possible in spite of poor means of transportation for the farmer 
to go into the wilderness and carve out a home. The amount 
of money required to settle upon new land in the early days 

* “American Husbandry,” Vol. II, pp. 66 and 67. An anonymous work 
describinfif American agriculture, published in 1776. 

* Ibid., Vol. I, pp. 72 , 68. 
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varied greatly. “In general^ the settlers [in New York] come 
with a small sum of money, very many of them with none at 
all, depending on their labor for three, five, or seven years to 
gain them a sum sufficient for taking a plantation, whi^ is the 
common case of the foreign emigrants of all sorts. It is com- 
mon to see men demand, and have, grants of land, who have 
no substance to fix themselves further than cash for the fees 
of taking up the land; a gun, some powder and shot, a few 
tools, and a plow. They maintain themselves the first year 
like the Indians, with their guns and nets; and afterwards by 
the same means with the assistance of their lands; the labor 
of their farms, they perform themselves, even to being their 
own carpenters and smiths; by this means, people who may 
be said to have no fortunes are enabled to live, and in a few 
years to maintain themselves and families comfortably. But 
such people are not to be supposed to make a profit in cash 
for many years, nor do they want or think of it.”^ 

‘The new settlers [in New England] . . . enter at once into 
the class of freeholders, but from poverty in the beginning of 
their undertakings fall naturally into a class below [the older 
landowning farmers] unless they begin with a considerable 
sum of money that raises them in the consideration of their 
neighbors. There are many of these who begin with such 
small possessions, that they are some years before they can 
gain the least exemption from a diligence and active industry 
that equals any of the [tenant] farmers of Great Britain. 
Such men, although they may be in the road of gaining as 
comfortable a living as any of the old freeholders, yet rather 
fall into an inferiority to them; not from the manners or con- 
stitution of the colony, but from modesty and the natural ex- 
ertions of a domestic industry,”^ 

‘The new settlers upon the uncultivated parts of Pennsyl- 
^ ania fixed upon the spot where they intend to build the house, 
and before they begin it, get ready a field for an orchard, 
planting it immediately with apples chiefly, and some pears, 

‘ "American Husbandry,” Vol. 1 , p. laa. 

*lbid.. Vol. I. p. 70. 
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cherries, and peaches. This they secure by an enclosure, then 
they plant a piece for a garden; and as soon as these works 
are done they begin their house; some are built by the country- 
men without any assistance, but these are generally very bad 
hovels; the common way is to agree with n carpenter and 
mason for so many days' work, and the couniryman to serve 
them as a laborer, which, with a few irons and other articles 
he cannot make, is the whole expense; many a house is built 
for less than twenty pounds. As soon as this work is over, 
which may be a month or six weeks, he falls to work on a 
field of corn, doing all the hand labor of it, and, from not yet 
being able to buy horses, pays a neighbor for plowing it; per- 
haps he may be worth only a calf or two and a couple of young 
colts, bought for cheapness; and he struggles with difficulties 
until these are grown, but when he has horses to work, and 
cows that give milk, and calves, he is then made, and in the 
road to plenty. It is surprising with how small a sum of 
money they will venture upon this course of settling."^ 

“Those who have money enough to stock a farm, have 
enough to settle a tract of waste land, which is much more 
flattering than being the tenant of another; one would suppose 
that such a circumstance would prevent their being a tenant 
in the country; but this is not the case, low rents and accidents 
sometimes induce them to live rather than to settle."'^ 

WTiile it was possible for those who dared brave the hard- 
ships and dangers of pioneer life to acquire homes with little 
money, conditions were somewhat different if the young man 
or the old settler wished to live in the older and well-settled 
communities. In 1775 the best lands near Boston and Phila- 
delphia would rent for five dollars per acre, and estates near 
Philadelphia were sold for $125 per acre. 

These high values were exceptional, however, and only a 
short distance back from the cities land values were relatively 
low. Besides the dangers and privations on the frontier and 
the fact of high land values near the cities, there were in 

‘"American Husbandry," Vol. I, pp. 190, '91. 

*/Wd., Vol. I, p. 63. 
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these northern states men of the type of the English country 
gentlemen, who wished to own lands and live from the rents. 
This helps to explain the fact that there were tenant farmers 
in America in the eighteenth century. While the tenant farm- 
ers were the exception, they were present, especially in the 
older settled districts and near the cities, in appreciable num- 
bers. 

That the tenant farmers were as a rule young men using 
tenancy as a stepping stone to the position of independent 
landowning farmers, as is the case to-day, is evident, but the 
typical landlord of New England and Pennsylvania of the 
eighteenth century was not the retired farmer of to-day, but 
a ‘“'country gentleman” of the English type. 

“The most ancient settled parts of the province (New Eng- 
land) which are Rhode Island, Connecticut, and the southern 
part of New Hampshire, contain many considerable land es- 
tates upon which the owners live much in the style of country 
gentlemen in England. They all cultivate a part of their 
estates; and if they are small, the whole; this they do by 
means of their stewards, who are here generally called over- 
seers; the rest is let to tenants w^ho occupy their farms by 
lease, in the same manner as in the mother county; the rents 
paid for such fauns being the principal part of the landlord’s 
income. 

“There are some country gentlemen in Pennsylvania who 
live on their estates in a genteel and expensive manner, but 
the number is but small; many are found who make much 
such a figure as gentlemen in England of three or four hun- 
dred pounds a year, but without such rental; for money is 
scarce in this country, and all the necessaries and conveniences 
of life cheap. 

“The method of living in Pennsylvania in country gentle- 
men’s families is nearly like that of England; the only business 
is to ride about the plantation now and then, to see that the 
overseers are attentive to it; all the rest of the time is filled up 
with entertaining themselves; country sports, in the parts of 
the province not fully settled, are in great perfection; they 
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have hunting but their horses are unequal to those of Eng* 
land; shooting and fishing are much more followed, and are 
in greater perfection than in England.”’ 

In New England, where country gentlemen seem to have 
been more numerous than in other parts of the North, it 
could be said in 1775, “There are more estates that are under 
the management of overseers than that are let to tenants.” 
This was doubtless due to the scarcity of men willing to be 
tenant farmers. The country gentlemen often turned to the 
exploitation of the timber resources lying about them, as a 
means of increasing their incomes as well as enlarging their 
agricultural domains. “The gentlemen of New England have 
an opportunity of constantly increasing their estates. Those 
of fortune erect sawmills on their tiew grants, by which means 
they are enabled to make a very considerable profit by the 
woods at the same time that they lay the foundation of future 
estates for their posterity.” * 

It is evident that the “country gentlemen,” — that is, men 
who were striving to live after the fashion of the smaller land- 
lords of England who lived in comfort and even in some de- 
gree of elegance without putting their own hands to the plow, 
— were more conspicuous than were the tenant farmers. Yet 
there were tenant farmers in America on the birthday of our 
nation. 

The author of “American Husbandry” gives but slight infor- 
mation as to the methods of renting land. Tenants are spoken 
of in New England occupying “their farms by lease, in the 
same manner as it is in the mother country.” There is evi- 
dence that in 1775 rents near Boston and Philadelphia were 
paid in cash. But as early as 1795 Richard Peters was let- 
ting land near Philadelphia on a share system of tenure com- 
parable to the system now in use in the dairy belts of the 
United States, which he thought more desirable than the cash 
system followed by others. The tenant furnished the imple- 
ments of husbandry and the work horses, while the dairy 

‘“American Husbandry,” Vol. I, pp. 62, 185. 

^Ibid., iJp. 6s, 66, 109. 



TENANT FARMERS IN U. S. PRIOR TO 1880 293 

cows, hogs, and sheep were owned jointly and fed from the un- 
divided products of the farm. The horses were fed from the 
undivided hay but were fed from the tenant’s share of the 
grain. The taxes were shared equally by landlord and tenant. 
The cost of clover seed, and of commercial fertilizer, was 
shared equally.^ 

In 1829 Moses Greenleaf, in his survey of the state of Maine, 
wrote of the various forms of share tenancy as follows: “In 
Maine, as in other parts of New England, the easy rates at 
which lands hitherto have been obtained in fee simple, and the 
scarcity of laborers compared with the quantity of land to be 
occupied, have rendered it in general difficult to obtain rents 
for land. In some such instances it has been a custom for the 
landlord to furnish the implements, cattle, half of the seed, 
and pay half the taxes, and to receive half the products; in 
others, the Jtenant furnishes the whole of these except the 
taxes; and in some the landlord and tenant furnish different 
proportions according to circumstances. In most cases it is 
considered that one half of the crops, deducting one half the 
value of the seed and taxes, pays the expense of cultivation.” * 

There was never a time in the nineteenth century when ten- 
ant farmers could not be found in some parts of the United 
States, 

In 1821 the lands held in large tracts by landlords were 
rarely farmed by hired managers and laborers, but had long 
been in the hands of tenants.® About the same time a writer 
from Prince Georges County, Maryland, was advising “leasing 
lands for a term of years.” * In 1829 “yearly tenancies” on 
estates of non-resident landlords was mentioned as a cause of 
the absence of good agriculture in Bedford County, Pennsyl- 
vania.® In 1833 this statement appeared in the American 
Farmer^ published at Baltimore, “Our farming tenantry are, 

' Memoirs of tlie Philadelphia Soc. for Promoting Agri., i8ii. sections 
XLV-XLVII. 

• “A Survey of tlic State of Maine/* p. 206. 

* American Farmer, Vol. II, 1821, p. 10. 

*Jhid., Vol. I, 1821. p. 297. 

*Ihid,, Vol. XI, 18 Jp, p. 130. 
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literally speaking, an itinerant community.’* ^ A farm of 360 
acres in New Castle County, Delaware, was reported as having 
been let to tenants continuously from 1669 to 1832. The rent, 
in the latter part of the period, was paid in kind but was a 
stipulated quantity of each grain grown, not a share of the 
crop.* 

In 1843 J. Goldsborough, of Cambridge, Maryland, made 
the statement: “A large proportion, say two-thirds, if not 
three-fourths of the farmers own the land which they till. . . . 
The modes of renting or leasing land are various; in fact, we 
have no well-defined system of any kind. A lease for more 
than tMTO or three years is a rare thing. There is but little of 
the English system here, and but little land that is leased for 
money rent. The only settled thing seems to be that the 
tenant shall have house rent, fuel, pasture, and fodder for a 
cow or tw’o, and a patch, not exceeding an acre, for a garden 
and a few potatoes. Sometimes the tenant gives only his 
labor for one-fourth of the crop, the landlord being to all the 
expense of teams, utensils, feed, etc. Then again the tenant 
furnishes these, getting one-half or two-thirds, according as 
the bargain may be respecting taxes, improvements and other 
matters.” ® 

An 80-acre farm three miles from Mt. Holly, Burlington 
County, New Jersey, was rented from 1854 to 1859 for a cash 
rental of S606 per annum. Another farm of 70 acres rented 
on shares yielded the owner $800 in one year, which was 
thought to be no more than the average. These were not 
truck farms but depended on grain, stock, potatoes, and 
fruit.*^ 

In 1864, potato land near Chicopee in the Connecticut Val- 
ley was rented for $20 per acre.® 

That there were tenant farmers in the older settled parts of 


^American Farmer, Vol. XV, 1833, p. 9. 
*Ibid., Vol. I, 1S46, pp. 232-233. 

*The Cultivator, 1843, Vol. X, p. 113. 

* Country Gentleman, 1859, Vol. XIII, p. 42. 
’^Ibid., 1865, Vol. XXVI, p. 283. 
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the country at the close of the eighteenth century was made 
clear in the last chapter, but tenancy was not confined, at 
that time even, to the regions long settled. In 1799 a young 
man twenty-one years of age went from New England to 
Oneida County, New York, to make his way by farming. The 
country was then new, and having no money with which to buy 
land he entered into an agreement with a landowner to clear 
land for “the first crop and ashes,” with board and team 
furnished by the landlord. With this opportunity as a start- 
ing point the young man came in time to be the owner of a 
farm of 250 acres, and this was done without leading a par- 
simonious life, for his country-life ideal was expressed as fol- 
lows, “My determination in the first place was to live pretty 
well, and if we could lay up anything against old age to 
do so.” ^ 

The letting of land to a tenant who agrees to bring it into 
cultivation* for all he can make on it for a given period of time 
has been practiced continuously in the undeveloped sections of 
the United States and is in use to-day. An interesting illustra- 
tion is found in the method used by N. Longworth, near Cin- 
cinnati, in 1845. A small vineyard was let to a German tenant 
for half the proceeds on condition that the tenant would 
“trench, bench, and wall the south side hill and plant in 
grapes” two acres per year for three years. Longworth said 
this wwk was worth $300 per acre. He said also that the 
thirty-five acres occupied by the tenant and which had three 
acres of grapes at the beginning of the tenancy, cost him $630. 
Obviously the German tenant, ignorant of American condi- 
tions, had paid dearly for the use of cheap land. Longworth 
said, “I made a hard bargain with him.” * And no one can 
question the statement. 

Longworth is not the only name connected with national 
politics to-day which was related to the tenant farmer of the 
first half of the nineteenth century. The Wadsworth estate in 
the Genesee Vallej”, with headquarters at Geneseo, N. Y., has 

^ Ibid., 1851, Vol. IX, p. 210. 

* Contribution by N. Longworth, U. S. Patent Office Report, 1845. 
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been occupied in part by tenants for more than a hundred 
years.^ 

In 1835 the tenants on the Wadsworth estate gave one-third 
of the crops as rent, and defrayed all the expenses of cultiva- 
tion.“ In 1841 Captain Barclay visited Geneseo. His Journal 
gives a more detailed picture of the tenant system on the 
Wadsworth estate^ which can best be given by quoting: 

“I arrived at Geneseo about nine o’clock in the evening of the 20th 
of May, 1841. . . . Next morning I called on Mr. Wadsworth, one of 
the largest if not the most extensive landow'ncr in the State of New 
York, to whom I had brought a letter of introduction. He lives in a 
fine house exactly resembling that of an English squire, picturesquely 
situated on a rising ground and commanding views similar in character 
and not excelled in beauty by the prospects from Richmond Hill or 
Windsor Castle. His family consists of two sons and a daughter, one 
of the former married and residing about a mile off; the other son and 
the young lady living with their father. 

“When I called the family were from home, but in a few hours 
Colonel Wadsworth, the younger son, visited me, in a most open and 
kind manner prcssingly invited me to take up my residence at his 
father’s house, an invitation which I accepted. 

“I found the elder Mr. Wadsworth the very beau ideal of a fine old 
English country gentleman: tall and graceful in person, and in manners 
courteous, affable, and hospitable. 

“Mr. Wadsworth’s property comprises about forty miles of country, 
the richness and picturesque appearance of which it is impossible in 
adequate terms to describe. Of this property Colonel Wadsworth occu- 
pies 1600 acres, 1000 of which, in the Genesee flats, are alluvial meadow 
land equal to any in the vales of Aylesbury and Buckingham. 

“Mr. Wadsworth has a numerous tenantry, but under a tenure which 
can yield neither profit to the landlord nor benefit tu themselves; they 
have no leases, but plow and sow from year to year, the landlord 
receiving for rent a portion of the produce in kind. His portion is 
ascertained on the field after the crop is reaped, and is delivered by the 
tenants at an appointed barn where it is instantly threshed out and 
the straw given to the winds. Such a system must be a bar to every 
improvement; it in fact operates as a prohibition of all exertion and 
expenditure by the tenant for increasing the fertility of his farm, it 
being unreasonable to expect that any tenant will use exertions or lay 
out capital, where the landlord is to reap, certainly a large share of the 

^Breeders* Gazette , Vol. 54, p. 255. 

*Adby’s “Tour in North America/' Vol. T, p. 277. 
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benefit thence accniingi and from the precariousness of the tenure 
perhaps the whole. Mr. Wadsworth theiefore may go on to draw his 
share of the pittance of grain which his tenants may under present 
circumstances be able or disposed to raise, but he must lay his account 
that in these circumstances nothing can be done by them to improve 
the soil and render it duly productive. . . . 

“Now, although Mr. Wadsworth is an acute well-informed man who 
must have seen well and far before him, having at an early period made 
an extensive purchase of land at a price greatly under the value to 
which time and circumstances have raised it, yet it appears to me he is 
much wedded to old customs, otherwise he would at once perceive the 
advantage of dividing his estate into farms of a proper size, erecting 
on them suitable buildings, and granting leases for such a term of years 
as would insure to the tenants a return for money expended on improve- 
ments. By similar means and by establishing and stipulating for 
judicious modes of culture, the value of land in Scotland has in ,my own 
time been tripled; and I have no doubt that by adopting them the 
value of Mr. Wadsworth’s property would be increased in the same 
ratio; but I yras unable by this argument or by any other to persuade 
him to change 'tiis s>stem of tenancy.”’ 

This criticism by Captain Barclay, made in the face of the 
fact that he had been entertained in the house of this Ameri- 
can country gentleman of the English type requires some ex- 
planation. The original James Wadsworth of Geneseo, while 
traveling in Europe in connection with the sale of lands in 
western New York, formulated the plan of establishing him- 
self in the Genesee Valley after the fashion of an English land- 
lord. It is fair to assume, therefore, that he was not without 
knowledge of the English system of leasing land. That he 
should have modified his system to conform to American con- 
ditions is a mark of his sagacity. Furthermore at the time 
when James Wadsworth was falling in love with the English 
landed estates, letting land from year to year was the rule in 
England, but a cash rent was the rule instead of a share of 
the crops. It should be noted also that seventy years of ex- 
perience has proved that Captain Barclay’s view on the sub- 
ject of long leases has not been adhered to in Great Britain. 

Whatever truth there may have been in Captain Barclay’s 
criticism to the effect that the Wadsworth in charge of the 

* “Agricultural Tour in the United States.** pp. .^6, 38, 44. 
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estate in 1841 was much wedded to old customs, the system of 
rent paying on the Wadsworth estate had materially changed 
by 1867 and more or less in conformity to the suggestion of 
Barclay, at least the rent had become a fixed charge instead of 
a share, though the payment was partly made in kind. 

In writing of tenant farming in 1867, ^ correspondent of the 
New England Farmer residing in Orleans County, New York, 
said: 

“Probably one of the best systems of tenant farming in this country 
is that adopted on the Wadsworth farms, in western New York, which 
are only let from one year to another. But then no tenant is turned 
off without cause; the rule being never to turn off a good tenant, nor 
keep a poor one. These farms are managed by an experienced agent, 
who each year directs which fields are to be sown to wheat, which put 
into spring crops, and which mowed or pastured; all being arranged in 
rotation, so as to keep the land in good condition, and give a reasonable 
chance to make money. The rent being a certain amount of wheat per 
acre, for the land sown to wheat; something less, in money, for spring 
crops; less yet for meadow, and least of all for pasture. The tenant 
also pays a moderate rent for buildings and orchard, and all taxes. 
Repairs made by tenant, new buildings and fences by landlord. Stipu- 
lations in regard to seeding down and making manure arc favorable to 
the land, without being hard on the tenant. About one-fifth of the 
farm is generally - sown to wheat, which gives a good income to the 
proprietor, and a good chance to make money to the tenant.’* ' 

While the methods of letting land on the Wadsworth estate 
have not conformed very closely in detail to the English sys- 
tem, the general principles of estate management are essen- 
tially the same. The estate agent is found performing the same 
functions as in England and the idea of living after the fashion 
of the English country gentleman has not been lost sight of by 
the present generation. In 1907 one driving about Geneseo 
might meet upon the road a carriage party driven by a liveried 
coachman similar to that of an English squire or a Scottish 
laird. Considerable space has been given to the Wadsworth 
estate because it is a rare instance of a landed estate of the 
English type in America. 


* New England Farmer, 1867, p. 97. 
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Tenant farming in New York was not confined to large 
estates. An instance is given of a dairy farm with 25 cows 
in Herkimer County which had long been operated by the 
owner but which was being operated by a tenant in 1845.^ 
In the sheep regions of New York and Vermont farms were 
sometimes let to tenants who owned a half interest in the 
'‘sheep and other stock.” ^ 

To quote from The Ctdtimtor of 1844, “The practice pre- 
vails, to some extent, of letting farms to tenants, and receiving 
in the shape of rent a portion of the produce in kind, say a 
third, half, or two-thirds, varying with the amount of stock, 
seed, etc., furnished by the proprietor.” “ This probably re- 
lates to the state of New York. 

H. L. Ellsworth, an owner of large areas of land near La- 
fayette, Indiana, throws some light upon tenant farming in 
Indiana in<T84s: “I was offered sixteen bushels of corn as 
rent, per acre, instead of one-third of the crop which is the 
usual share for the landlord. I have rented one thousand 
acres of ground for sixteen thousand bushels of shelled corn 
delivered in the crib.” ^ Similar methods of renting land were 
in use near Coshocton, Ohio, where in 1850 there were “many 
large landholders,” some of whom rented out their lands on 
shares, or for 20 bushels of com per acre. The tenants oc- 
cupied only from year to year.® 

As far west as Oskaloosa, Iowa, farm land was rented to 
tenants as early as 1858.*'’ In Illinois, in 1859, when land 
could be purchased for $2.50 an acre land was let to tenants for 
a share of the grain.^ Near Belvidere, Illinois, in i860, a 
region which had been settled about 25 years, the “renting so 
many farms without having them stocked” is mentioned as 
having a bad effect upon the agriculture of the region, but is 

* The Cultivator, 1845, p. 84. 

*Ihid,, 1846, p. 287; 1849, p. III. 

^Ihid., 1844. p. 151. 

•Pat. Office Report, 1845, P- 384. 

* The Cultivator, 1850, p, 358. 

* Country Gentleman, 1858, Vol. XI, p. 33. 

’ Caird, “Prairie FarminR in America.” 
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explained by the lack of capital.* Near Madison, Wisconsin, f 
a landlord was advertising for a man “to cariy on a large 
farm either as foreman or on shares, for a term of years.” * 
These statements give no basis of passing judgment on the 
question as to the numerical importance ol tenant farmers 
prior to the Civil War, but they give such evidence of the ex- 
istence of tenancy as keep the student from being surprised 
when he comes upon the statistics of tenancy in 1880 and 
finds that a fourth of the farmers did not at that time own 
the acres they tilled. 

’ Country Gentleman, i860, Vol. XV, p. 334. 

•The IgiscotWH Farmer, 1859, Vol. XI, p. pa. 



CHAPTER XXI 


FARM OWNERSHIP AND TENANCY IN THE UNITED 
STATES SINCE 1880 

In 1880 there were 4,008,907 farms in the United States. 
Three-fourths (74.44 per cent) of these farms were occupied 
by owners, while one-fourth (25.56 per cent) were operated 
by tenants. The tenant farmer was not confined to the older 
parts of the United States. The renting of farms was prac- 
ticed in the regions of most recent settlements as well as in the 
older state? of the East. Tenants were found on the very 
margin of cultivation in central Kansas. In Illinois there 
were more tenants than in any other state in the Union. The 
percentage of all farms operated by tenants was only 8.2 in 
Massachusetts, and 16.5 in New York and in Pennsylvania, 
while 31.4 per cent of the farms of Illinoib were operated by 
tenants. 

In 1920 there were 6,448,343 farms in the United States, 
61.9 per cent of which were operated by the owners directly 
or through hired managers, while 38.1 per cent were operated 
by tenants. The greater part of this increase took place 
prior to 1900. The percentage of tenants in 1900 was 35.3, 
and in 1910, 37.0. Thus the percentage of tenancy increased 
only i.i between 1910 and 1920, and 1.7 between 1900 and 
1910, while the percentage rose from 28.4 in 1890 to 35.3 in 
1900, an increase of 6.9. Our chief attention should be given, 
therefore, to the changes in tenancy prior to 1900; though the 
movements in tenancy in different sections of the country since 
1900 are also worthy of discussion. 

In 1920 tenants operated 34.9 per cent of the improved 
land in farms, as compared with 32.7 in 1910 and 30.2 in 
1900. Thus in terms of area, tenancy has not made quite as 
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Figure 52. — ^Number of all tenants, 1880. 
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great inroads as the percentage of farms operated by tenants 
would indicate. The increase between 1900 and 1920 is 
greater, however, in terms of improved land than in terms of 
farms. 



Figure 53. — ^Improved land operated by tenants and croppers. Per 
cent of total improved land, January i, 1920. 


In 1880 the percentage of tenancy was higher in many 
southern states than in Illinois, but it does not necessarily 
follow that a higher proportion of the farm land in the South 
was rented. In the South tenant farms were usually small 
and owned farms were generally large. This is shown in the 
following table: 

TABLE XXIV 


Percentage Under 50 Acres of All Farms Operated by Tenants or 
BY Owners, 1880 


State 

Tenants 

Owners 

United States 

49.25 

22.48 

Alabama 

74-55 

15-50 

Georgia 

63-57 

11.6^ 

Mississippi 

74-56 

13.94 

South Carolina 

79-35 

20.85 

Illinois 

30-51 

10.79 

Indiana 

36.77 

26.50 

Iowa 

19.73 

14.38 

Ohio 


30.49 
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Figure 54. — Farms operated by white owners. Number, January i, 

1920. ' 

In the four corn states under consideration in this table, 
there is no such marked difference in the proportion of rented 
and of owned farms under fifty acres. This gives ground for 



Figure 55. — Farms operated by colored owners. Number, January i, 

1920. 


the belief that the percentage of the agricultural area operated 
by tenants in the South was much smaller, in 1880, than the 
percentage of farms operated by tenants. 
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Figure 56. — Farms operated by white tenants. Number, January i, 

1920. 


A share of the product was the most common form of rent 
throughout the Union in 1880, with the exception of a few 
counties in the Cotton Belt, where the rent took the form 



Figure 57. — Farms operated by colored tenants and croppers. Number, 
January 1. 1920. 


of a specified amount of cotton and was counted as cash rent 
in the census reports. Of all farms in the TTnited States 17.52 
per cent were operated by share tenants, 8.04 per cent by 





3 o6 outlines of AGRICULTURAL ECONOMICS 

cash tenants, and 74.44 by owners. This predominance of 
share tenancy explains why references to tenancy in the litera- 
ture of the earlier decades related so generally to share ten- 
ancy. Share tenancy had many forms and was common. 
Cash tenancy was less common and was more simple and 
less varied in form, hence cash tenancy was discussed less than 
share tenancy. 

The decade follomng the census of j88o brought an in- 
crease of a half million in the number of farms. The increase 
in tenant farmers was more than proportionate, and the per- 
centage of share tenants rose to 18.41, that of cash tenants to 
9.96, while the percentage of owners fell to 71.63. In the 
decade from 1880 to 1890 share tenants increased in numbers 
in the new grain-growing region of Minnesota, the Dakotas, 
Nebraska, and Kansas. There was a marked increase in the 
number of share tenants in the cotton regions of Texas, Miss- 
issippi, and Georgia. Cash tenants increased markedly in 
the cotton region of South Carolina, Alabama, and the alluvial 
lands of the Mississippi valley. 

The next ten-year period brought an increase of more than 
a million in the number of farms, but in spite of the increase 
in farms, the percentage of tenancy increased more rapidly 
than in the preceding decade. In 1900 share tenants con- 
stituted 22.2 per cent, cash tenants 13. i per cent, leaving 64.7 
per cent representing farms operated by owners or part own- 
ers directly or though hired managers. It will be noted that 
cash tenants increased at a more rapid rate than share tenants. 
This was especially true in those cotton states where negroes 
predominated. In Texas where cotton is grown largely by 
white farmers there was an increase from 33.1 to 42.4 in the 
percentage of share tenants and a decline from 8.8 to 7.3 in 
the percentage of cash tenants. In South Carolina the per- 
centage of cash tenancy increased from 27.75 ^^90 to 36.7 

in 1900, while the percentage of share tenancy decreased from 
27.5 to 24.3. But the more rapid increase in cash tenancy 
was not confined entirely to the South. In Iowa the percent- 
age of cash tenants increased from 12.35 1890 to 19.5 in 
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1900, the percentage of share tenancy declined from 15.7 to 

15.4 in the same period. 

In the South regions of cash tenancy are more generally 
regions of negro tenants. In the Black Prairie of Texas, where 
share tenants are very numerous, negro tenants are scarce and 
white tenants are present in great numbers. In the Yazoo- 
Mississippi delta, where with the exception of two counties 
cash tenancy prevails, negroes constitute almost the whole 
tenantry. The same is true of the Black Prairie of Alabama 
and eastern Mississippi. In Georgia and South Carolina negro 
tenants and cash tenancy are associated together while farther 
to the north and northwest, in these two states, where share 
tenancy prevails, the negro tenant is not common, while white 
tenants are found in abundance. 

It should be borne in mind that the cash rent of the Cotton 
Belt is not , necessarily a fixed amount of money. In 1920, 

18.5 per Cent' of the white cash tenants in the South, and 43.7 
per cent of the colored cash tenants were classed as ^'standing 
renters’^ — that is, they paid a fixed amount of cotton or 
other crop as rent. Furthermore, it should not be inferred 
that cash rent necessarily represents a higher form of tenancy 
than share rent. These subjects will be discussed in detail 
in later chapters on the methods of renting land. The purpose 
here is to show the trend of affairs with regard to the increase 
in tenancy. 

By comparing the figures one mil be impressed with the 
enormous increase in the number of tenants between i 88 c and 
igoo. During this twenty-year period the total number of 
farms increased 43 per cent, while the number of farms 
operated by cash and share tenants increased 98 per cent. 
These questions properly arise: Why should the percentage 
of tenancy increase so rapidly during a period when so many 
new farms were becoming available? Is it not true that these 
new farms have been secured by taking up new lands at a 
low price which is conducive to an increase in the ownership 
of land on the part of tenants? In answering these questions 
many facts need be taken into account. It is true, when the 
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United States is considered as a whole, that the area in farms 
has increased more rapidly than has the number of farms, so 
the average size of farms was greater in 1900 than in 1880. 
The average size in 1880 was 133.7 sicres, while in 1900 it was 
146.6 acres. But when the specific states are considered in 
which tenancy had been increasing so rapiilly, the matter 
appears somewhat different. This is shown in the following 
table: 

TABLE XXV 

Avekage Size of Farms and ttie Numbf.r of Farms of 500 Acres and 
Over in Specified States in 1880 and in iqoo 


State 

18S0 

lyoo 

Average 

Size 

Number of 
Farms of 

500 Acres 
and Over 

Average 

Size 

Number of 
Farm> of 

500 Acres 
and Over 

Alabama 

I 3 Q 

6,Sij 

Q 2.7 


Georgia 

1S8 

10,508 

1 1 7.5 


Mississippi 

156 

5.760 

82.0 


South Carolina 

143 

S.328 

90.0 



These figures suggest that the increase in tenancy may have 
resulted from the breaking up of large farms into small hold- 
ings let to tenants. All of the states in the above table 
showed a marked decrease in the number of farms containing 
500 acres and over, and a great increase in small farms. 

The decline in the number of large farms was not confined 
to the Southern States. The number of farms of 500 acres 
and over in Illinois decreased from 3898 to 2333, though 
there was no important change in the average size of farms in 
that state owing to counterbalancing changes in other size 
groups. In Texas a breaking down of large farms into small 
ones was going on in the Black Prairie, but this was more 
than counterbalanced in the state as a whole by the develop- 
ment of large ranches in the cattle country to the west and 
south. Hence, this cotton and cattle state illustrates the way 
in which averages covering diversified territory cover up the 
facts regarding the tendencies in given regions. 

That cotton production was gradually becoming organized 
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on a tenant basis instead of a wages system is further borne 
out by statistics which show a decline in the expenditure for 
labor in 1870' and in 1900 in this region. There was a de- 
cline in the wages system in the same regions where large 
farms were decreasing and where small farms and tenant 
farmers were rapidly increasing. These facts seem to bear 
out the theory that in the Cotton Belt tenancy had increased 
at the expense of the wage laborers and hence marked a rise 
in the status of the tillers of the soil. The extent to which 
this change in name corresponded to a real change in economic 
status will be considered later. 

A special study made at the time of the 1910 census showed 
the extent of the “plantation” system of estate operation in 
the South, i.e,, the South Atlantic and East and West South 
Central geographic divisions. In 325 selected counties, cover- 
ing the he,^n of the Cotton Belt, 39,073 plantations were 
found, with 398,905 tenant “farms” on them. The plantations 
averaged 724.2 acres in size, with an average of just over ten 
tenants on each plantation, working “farms” of an average size 
of 38.5 acres. The plantation farms amounted to 37.1 per cent 
of all the farms in the South, and the tenants on plantations 
constituted 39,0 per cent of all the tenants in the South. The 
distribution of these plantation tenants in 1910 agreed roughly 
with the distribution of “croppers” in 1920, indicating that 
in most cases the plantation tenants were furnished their 
equipment (mule, plow, etc.) by the landlord, and that they 
paid rent on a crop-share basis. 

Lest there should be a tendency to credit the high percent- 
age of tenancy in the South entirely to the presence of the 
negro, who so recently started life as a freedman with nothing 
but his hands, let it be noted that in the Black Prairie of 
Texas and in the northern parts of the cotton regions of the 
older cotton states, where the farmers are generally whites, the 
increase in tenancy has gone on with very great rapidity if not 
quite as rapidly as in the regions of negro tenants. By com- 
paring the location of slaves in i860 with the location of 

* No statistics available for 1880, hence 1870 fit^res are used. 



310 OUTLINES OF AGRICULTURAL ECONOMICS 



Figure 58. — ^Number of slaves^ i860. 
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Fiolrl S9 — Colored tenants igio 
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negro tenants in igio it becomes obvious that in the southern 
states few negro tenants were found in 1910 beyond the re- 
gions where they were abundant as slaves in i860. In the 
new cotton region of Texas the whites have gone in to oc- 
cupy the land. The remarkable thing is that they are so 
generally tenants. 

One hypothesis which may be ventured as an explanation 
of this common fate of the whites of the new cotton region 
and the negroes of the old cotton regions, is that while in 
the old slave regions the wages system gradually gave way to 
a form of tenant holdings which the census recognized as 
separate farms, there was a breaking down of great cattle 
ranches in Texas into small farms and that white immigrants, 
largely from the older cotton states, went in as tenants of the 
large proprietors. The two cases had this in common that the 
land had previously been acquired in large estates. The break- 
ing down of large farms does not imply the breaking down of 
estates. The change may have been in the landlord's method 
of operating his land. 

Though at the present time a much higher proportion of the 
farmers are tenants in the South than in other sections of the 
country, tenants do not operate any larger a proportion of the 
farm land in the cotton area than in the heart of the corn 
belt. They do, however, operate a higher proportion of the 
improved land in the South than in any other section, as 
shown by the following table: 

TABLE XXVI 


Percentage of Farms, Farm Land, and Improved Farm Land Operated 
BY Tenants in Spectfied States in 1920 


State 

Per Cent of 
Farms 

Per Cent of 
A u. Farm Land 

Per Cent of 
Improved Farm 
Land 

Illinois 

42.7 

46.9 

48.0 

Iowa 

4X.7 

444 

44.9 

Nebraska 

42.9 

33.9 

4I.I 

South Carolina 

64.5 

42 s 

SS .7 

Georgia 

66.6 

46.0 

584 

Mississippi 

66.1 

345 

48.8 
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There has been relatively little increase in tenancy in the 
South since 1910. From 1900 to 1910, the percentage of 
tenants among white farmers in the South increased from 
36.1 to 39.2; but in the following decade dropped to 38.9; 
while among the colored farmers the percentage of tenants 
rose from 74.6 in 1900 to 75.3 in 1910, and to 76.2 in 1920. 
For the South as a whole, the percentage of tenants increased 
from 47.0 in 1900 to 49.6 in 1910, and remained the same 
during the next decade, being still 49.6 in 1920. These fig- 
ures indicate that the end of the century marked the beginning 
of the end of the readjustments in the South. To explain 
the national increase in tenancy since 1910 we must turn to 
the other sections of the country. 

The following table shows the changes in the percentage of 
tenant farmers in the different divisions of the country up to 
1920: 

TABLE XXVII 


Percentage of All Farms Operated by Tenants, by Divisions 
1880-1920 



18S0 

1890 

1900 

1910 

1920 

United States 

25.6 

284 

35 -3 

37.0 

38.1 

Geographic Dix ision 






New England 

8.5 


94 

8.0 

7.4 

Middle Atlantic 

19.2 


25-3 

22.3 

20.7 

East North Central 

20.$ 

22.8 

26.3 

27.0 

jSi 

West North Central 

20.5 

24.0 

29.6 

30.9 

J4.2 

South Atlantic 

36.1 

38.S 

44.2 

45-9 

46.8 

East South Central 

36.8 

38J 

48.1 

S0.7 

49.7 

West South Central I 

35.2 

38.6 

49.1 

52.8 

52.9 

Mountain 


ra 

12.2 

10.7 

154 

Pacific 

ia 

mi 

19.7 

17.2 

20.1 


While the proportion of tenants has been much higher in 
the South and the Mississippi Valley than in the rest of the 
country, the changes in the proportion of tenants elsewhere are 
important. As shown by this table, the pr,>portion of tenants 
in the East— the oldest section of the country, agricul- 
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turally — reached its maximum in 1900, and decreased ma- 
terially since then. Some New England states passed their 
maximum even before 1900. East of the line of the Ohio and 
Mississippi rivers only four states — ^all southern — reported a 
higher proportion of tenants in 1920 than at previous decades, 
and even in these four the increase was very slight. The only 
marked increases in tenancy from 1910 to 1920 were in the 
States of the Northwest and the West. We must, therefore, 
consider (i) why tenancy is so high in the Corn Belt states; 



Figure 60. — Census year when per cent of farms operated by tenants 
was highest, by States. 


(2) why it is still increasing in the Northwest; and (3) why it 
is decreasing in the East and remaining practically stationary 
in the South. 

The change from large farms operated by hired laborers to 
estates of small farms operated by tenants does not explain 
the increase of tenancy in the Com Belt and the West, as no 
such marked change took place in this section. 

It is a matter of common observation that in the northern 
states young men start in as laborers, become tenant farmers, 
and later buy farms and join the ranks of landowning farm- 
ers. The facts already presented show that in the southern 
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states the movement from wage earners to tenant farmers was 
abnormally rapid from 1880 to 1900, due to a reorganization 
of the methods of handling landed estates. To some extent 
this same movement was in evidence in central Illinois and 
in other northern states, but there are facts which tend to show 
that the increase in tenancy was due in part to a slowing down 
of the movement from tenancy to ownership. This is shown in 
the following table: 


TABLE XXVIII 


Per Cent of Tenants Among Farmers in the United States, by Ace 
Groups, 1890 to 1920 


Age Group 

Occupants of Farm 
Homes 

Farm Operators 

1880 

1890 

1900 

1920 

Under 25 years 

674 

72.2 

75.6 

7 S -8 

25 to 34 

50.2 

54-7 

55-0 

56.S 

35 to 44 years 

36.0 

3 S -6 

37-3 

39-7 

45 to 54 years 

27.7 

29.3 

26.8 

30.2 

55 years and over 

17.8 

18.6 

18.9 

19.2 

55 to 64 years 

. . . 

21.0 

21.1 

20.7 

65 years and over 

... 

15:1 

1S.1 

16.5 


This table indicates that about three-fourths of the farmers 
under twenty- five years of age are tenants ; that the percentage 
of tenant farmers declines (and the percentage of landowning 
farmers increases) as we pass from the younger to the older 
age periods, until less than one-sixth of the farmers w^ho are 
over sixty-five years of age are tenants. 

The farmers who were from twenty-five to thirty-five years 
of age in 1890 were from thirty-five to forty-five in 1900, forty- 
five to fifty-five in 1910, and fifty-five to sixty-five in 1920. 
Comparing the survivors at each date, we find a steady decrease 
in the proportion of tenants from 50.2 per cent in 1880 to 20.7 
per cent in 1920. Similar reduction in tenancy and increase 
in ownership hold true for each group with the passing decades. 

These figures indicate a constant movement from tenancy 
to land ownership. But it would appear that from generation 
to generation a smaller number of the farmers are able to make 
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this transition. It should be noted in the above table that of the 
farmers who were under twenty-five years of age, a larger 
percentage were tenants at each successive enumeration. This 
trend holds true for every age group in the table except one, 
the group from fifty-five to sixty-four years showing no definite 
trend. One might be tempted to conclude from this that the 
decline in the percentage of landownership is due, in part, to 
the inability or disinclination of each succeeding generation to 
acquire land ownership so generally as their predecessors. 



Examining the relation of the age of farmers to tenancy in 
the different sections of the country discloses, however, that 
this is not the case, as can be seen from the table on page 317. 

In the Middle Atlantic states each age group shows a higher 
proportion of tenants in 1900 than at subsequent dates; and 
in the southern states the increases since 1910, where any oc- 
curred, were slight. On the other hand, in the West North 
Central division the proportion of tenants among farmers un- 
der twenty-five years of age increased from 60.3 in 1890 to 
73.0 in 1920, while the other age groups showed similar in- 
creases. Comparing this table with Table XXVII, we find 
that in general the enumeration which showea the highest 
proportion of tenants among all farmers likewise showed the 
highest proportion of tenants in each age group. Hence the 
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TABLE XXIX 

Percentage of Tenants Among Farmers or Each Age Group, be 

Geographic Divisions: 1890 to 1920 


Geographic Division 

Age Group 

1890 

1900 

iaji 

1920 

New England 

Under 25 years .... 

37-5 

36 s 

239 

22.3 


25 to 34 years 

28.8 

25.0 

17.4 

17.0 


35 to 44 years 

19.2 

15.6 

II.O 

10.3 


4S to 54 years 

11.3 

10.3 

6.6 

6.3 


55 years and over. 

6.8 

5-2 

3-9 

3-3 

Middle Atlantic 

Under 25 years 

60.Q 

66.6 

59.7 

55-3 


25 to 34 years 

48.8 

51.6 

43-8 

42.0 


35 to 44 years 

32.5 

33-9 

27.8 

26.Z 


4S to 54 years 

24.0 

22.3 

17.6 

I6.I 


55 years and over. 

10.3 

II-3 

10.0 

8.8 

East North Central , . 

Under 25 years .... 

62.9 

6S-9 

70.8 

66.8 


25 to 34 years .... 

48.0 

49.2 

51-5 

S*.3 


35 to 44 years 

29.S 

29.8 

29.4 

32.4 


45 to 54 years .... 

17.9 

19.6 

1',.4 

19.1 


55 years and over. 

9.9 

9.8 

1 1.9 

II.6 

West North Central, . 

Under 25 years .... 

60.3 

65.0 

69.6 

73.0 

< 

25 to 34 years .... 

41.3 

49-9 

49.8 

57-4 


35 to 44 years 

26.4 

28. 2 

29.3 

34-7 


45 to 54 years 

18.5 

21. 1 

I9.I 



55 years and over. 

12.6 

12.5 

12.3 

IQS 

South Atlantic 

Under 25 years .... 

71.7 

76.2 

80.0 



25 to 34 years . , . : 

57.6 

61.3 

60.7 



35 to 44 years 

46.8 

42.0 

45-8 

47.8 


45 to 54 years 

40.8 

38.9 

36.5 

41.0 


55 years and over. 

31-6 

30.5 

31.3 

30.9 

East South CenttaJ, , 

Under 25 years .... 

75.1 

78.6 

82.6 

80.9 


25 to 34 years 

59.4 

62.2 

63.7 

62.9 


35 to 44 years 

47.4 

46.4 

40.9 

49.8 


45 to 54 years 

42.8 

41.7 

40.5 

43-7 


55 years and over. 

32.8 

31.9 

33-: 

33-0 

West South Central. . 

Under 25 years 

72.7 

75-7 

82.3 

S1.8 


25 to 34 years 

58.6 

61. 1 

65.2 

66.7 


35 to 44 years 

46.3 

46.9 

51.1 

531 


45 to 54 years 

4* -3 

41.6 

4- .2 

45.2 


55 years and over. 

31.7 

32.8 

33-1 

32.0 

Mountain 

Under 25 years 

27.7 

28.3 

19.2 

34-8 


25 to 34 years 

20.4 

20.0 

14-7 

2I.I 


35 to 44 years 

14.4 

14.4 

11.0 

15-8 


45 to 54 years 

II.5 

n.7 

8.6 

12.X 


55 years and over. 

9.1 

8.5 

6.7 

8.7 

Pacific 

Under 25 years 

40.1 

44.8 

43.4 

47.1 


25 to 34 years 

32.3 

27.S 

31.2 

364 


35 to 44 years 

23.6 

25.6 

18.9 

24-7 


45 to 54 years 

17.2 

19. T 

11.9 

14.6 


55 years and over. 

1 ■ 0 

12.5 

9-4 

9.0 
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disinclination of the younger generation to acquire land can* 
not be the cause of increasing tenancy, as in some sections a 
larger proportion of young men than formerly are acquiring 
land. 

Change in the rate at which tenants are able to become farm 
owners is one of the important influences causing change in 
the proportion of tenants. When the movement from tenancy 
to ownership slows down from any cause, the proportion of 
tenants increases; when it is accelerated, the proportion de- 
creases. Hence the recent decreases of tenancy in the eastern 
geographic divisions, and the continued increases in the western 
divisions may be partly accounted for on the basis of the 
changes in the forces affecting the rate of movement from 
tenancy to ownership. 

Before discussing these forces, however, it is necessary to 
take into account the fact that in 1880, when the first tenure 
statistics were compiled, much of what is now established farm- 
ing country west of the Mississippi had not yet been touched 
by the plow. In the following forty years the number of farms 
in the country as a whole increased by more than half, and the 
acreage under cultivation nearly doubled. Most of the new 
western farms were established by men who held them as 
owners. Then, as with passing years the next generation be- 
gan to take over their operation, many men began to acquire 
farms by the tenant route. Hence starting from the pioneer 
condition, with practically all of the farms in the hands of 
the original owners, with succeeding years one would expect 
the proportion of tenants to increase until there were enough 
young tenants and other men able to buy farms to balance the 
older farmers who were giving up their farms. At this point 
the numbers of tenants and of owners would be in a state 
of equilibrium; the proportion of tenant farms would be just 
large enough (other conditions not changing) to provide for 
the average part of their farming careers that it took tenants 
to save enough to become owners. 

This passage from the pioneer conditions explains the early 
increase in tenancy in the eastern and northern states, and the 
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increases still taking place in the far West. However, this 
does not explain the inceases in the proportion of tenants 
in the Corn Belt which were still in evidence from 1910 to 
1920, as most of the states in this area are certainly long past 
the adjustments following pioneer conditions. 

The length of time it takes a tenant to save enough to be- 
come an owner depends both upon how much he can save 
each year, and how much he needs to save before purchasing. 
This may also be stated as how profitable his farming is, and 
how expensive the land is. This latter pM)int — the high cost 
of land — has received general recognition as one of the causes 
of increasing tenancy; the earnings of the tenant are equally 
important and must be taken into account. 

TABLE XXX 


Value op Fv?m Real Estate per Acre, for SPEam,i> Divisions and 
States — 1880 to 1920 


Division or State 

1880 

1890 

1900 

1910 

1920 

United States 

$19.02 

$41.31 

$19.81 

$39.60 

$ 69.38 

New England 

27.03 

44.78 

*S- 7 i 

364s 

S400 

New York 

4441 

44.08 

0^.21 

53.78 

69.07 

Ohio 

4 S -97 

44.96 

42.31 

68.62 

113.18 

Illinois 

31.87 

41.41 

5384 

108.32 

187.59 

Iowa 

22.92 

28.13 

43-31 

96.00 

447.09 

Georgia 

4.30 

6.03 

6.95 

17.78 

44-74 

Mississippi 

5.86 

7.25 

8.33 

18.01 

4341 

Texas 

4.70 

7.78 

5-50 

16.39 

3»-45 

North Dakota 

8.34 

9.83 

14.79 

48.94 

41.10 

Washington 

9.82 

19.97 

13.60 


6949 


The increase in tenancy since 1880 has been accompanied by 
a marked increase in land values for the whole period, except- 
ing the depression in the decade ending with 1900. Taking 
the figures for individual states or sections, however, the rela- 
tions are quite different. In New England and New York, 
the value of land fell from 1880 to 1900, while the propor- 
tion of tenants increased; from 1900 to 1920 there was a de- 
cided increase in land values, yet the proportion of tenants 
fell. This general relation was true of tl*** whole northeastern 
area where tenancy reached the maximum in 1900. In the 
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western states, on the other hand, the continuous increases in 
land values were accompanied by continuous increases in the 
proportion of tenants. 

It is the relation of the tenant’s rate of saving to the value 
of the land, rather than the absolute value of the land alone, 
which determines the ability of the young farmer to purchase 
land. From 1880 to 1900 the value of land fell in the eastern 
geographic divisions, but the income per acre fell even more, 
and tenancy increased; after 1900 the value of the land in- 
creased very decidedly in the same area, but the income per 
acre increased even more rapidly, the tenant was probably able 
to save for his start in a fewer number of years, and tenancy 
declined. In Ohio, since 1900, the income per acre has about 
kept pace with the land’s increase in value, and the propor- 
tion of tenants has increased only slightly; while in Iowa the 
value of the land per acre increased more than five times from 
1900 to 1920; but the income per acre did not keep pace, 
and the percentage of tenants jumped from 34.9 in 1900 to 
41.7 in 1920. Tenants’ rate of saving does not necessarily 
vary directly with income per acre, but undoubtedly there is a 
close relation. 

From this examination of the history of farm tenure in this 
country since 1880, we may conclude that, beginning with pio- 
neer conditions, the proportion of tenants increases, at first 
rapidly and then more and more slowly as the forces making 
for an increase of tenants and decrease of owners, and those 
making for a decrease of tenants and increase of owners, tend 
to come into balance. Thereafter, aside from gradual changes 
due to such factors as changes in the methods of handling 
plantations, changes in the age of retirement, or changes in 
the customary initial payment in purchasing, the proportion 
of tenants will tend to remain constant, except as the value of 
land changes relative to the net earnings of tenants. This 
relation serves as a tentative explanation of both the decrease 
of tenancy in the East and its continued increase in the Corn 
Belt, and is certainly one factor in the slowing down of the 
increase of tenancy in the South. 
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One further point needs to be explained with regard to 
tenancy in the South. Table XXXI and Figures 62 and 63 
show the relation between age and landownership for white 

THOUSANDS OF TENANTS THOUSANDS OF OWNERS 



Figube 62.— White farm tenants and owners in the South, by age, 1920. 


and colored farmers in the South. White farmers in the South 
move through the stage of tenancy to ownership nearly, al- 
though not quite, as completely as in other sections of the 
country. In 1920, 15.9 per cent of the white farmers in the 
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age group, 56.5 per cent were tenants. As the white fanners 
in the South far outnumber the colored ones, it would appear 
that with the modifications necessary by reason of this group 
of practically permanent tenants, the causes just discussed as 
controlling changes in tenancy would also hold true for the 
South. 


TABLE XXXI 

Percentage op Tenants Among White and Colored Farmers in the 
South, by Age Groups, 1920 


Age 

White 

Farmers 

Colored 

Farmers 

Under 25 years 

7 S -0 

93.1 

25 to 34 years 

55-5 

86.7 

35 to 44 years 

39.3 

78.5 

45 to 54 years 

29.7 

72.0 

55 to 64 years 

2 T .5 

63.2 

6s years and over 

15.9 

56.5 


A proper conception of the economic status of the American 
farmer at the end of the second decade of the twentieth cen- 
tury must give proper emphasis to the fact of landownership 
on the part of farmers. In the North landowning farmers 
generally predominated. In the Cotton Belt tenants outnum- 
ber the landowning farmers. Figures 54 and 55 show the dis- 
tribution of landowning farmers in 1920. The small number 
of owners in the southern region is indicative of the fact that 
in the South there is a distinct tenant class. 

In the Cotton Belt the land is still in the possession of a 
landlord class. In parts of Virginia where the land has not 
been so generally retained in large estates, the percentage of 
landowning farmers among the negroes is very high. This can 
be explained in part by the lack in eastern Virginia of a great 
staple crop like cotton which would make profitable the opera- 
tion of plantations by tenants, and partly by the fact that the 
negroes of Virginia are a higher type than those of the Cotton 
Belt. 

The apparent superior economic condition of the northern 
farmer is somewhat reduced when the question of mortgage 
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indebtedness is raised. In 1920, 37.2 per cent of the farms 
operated by owners were mortgaged, and the debt amounted 
to 29.1 per cent of the total value of the farms mortgaged. 
At the same time, over half a million farmers — one owner out 
of seven — rented some land in addition to that which they 
owned. The practice of farming a tract of rented land in 
addition to the land owned seems to have been common in 
many of the grain-growing and grazing sections. Though the 
number of owners renting additional land decreased approxi- 
mately 6 per cent from 1910 to 1920, the total acreage of 
land they operated increased 13 per cent. 

Farms operated by managers were not so numerous in 1920, 
but were more generally large farms, so that while they are 
only 1. 1 per cent of the farms they represent 5.7 per cent of 
the aggregate area in farms. In spite of the fact that these 
farms include m?nv of the country homes of wealthy city folk, 
the cheap areas of the West included in these managed farms 
reduce their value to only 4.0 per cent of the aggregate value 
of farms. 

The position of the tenant farmers is better understood when 
one knows more of the character of the landlords whose land 
they cultivate. It has been shown that in the North most 
tenant farmers sooner or later become landowning farmers, 
while in the South a very large proportion of the tenants never 
rise to the position of landowners. The vast majority of the 
rented farms in the North are owned by men who have passed 
through various stages of acquiring land for their own use, 
and who are found in the landlord class only in the later 
years of their lives. In the southern states, in the region of 
negro cotton tenants, there is a landlord class whose life work 
is the management of landed estates operated by tenants. 

Great landed estates, such as the Scully and the Sibley 
estates in Illinois, and the Wadsworth estate in New York, 
arc found here and there in the North, but they are exceptions. 
As a rule the landlords are retired farmers. Even in the 
South, outside of the areas densely populated with negroes en- 
gaged in cotton production, which is equivalent to sa3dng out- 
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side of the regions where large cotton plantations were operated 
by slaves in i860, the landlords with but one or two tenants 
are most common. 

Landlords in the United States, whether they belong to the 
numerous class of retired farmers or to the small class of 
owners of great estates, are, as a rule, residents of the district 
in which their lands are located. “Of the 1,934,346 farms in 
the United States for which the names and post-office addresses 
of the owners were reported, the owners of 1,523,863, or 78.8 
per cent, resided in the same county in which their farms were 
located; 307,656, or 15.9 per cent, in the same state but not 
in the same county; 102,827, or 5.3 per cent, outside of the 
state (of which 1097, or .051 per cent, were in foreign coun- 
tries). Many residing in the same state, but not in the same 
county, had homes very near their rented farms. This was 
notably the case with farms located near county lines. Such 
owners can hardly be classed as non-residents, and the very 
small per cent of rented farms owned by non-resident landlords 
would have been still further reduced if it had been practicable 
to exclude such owners. 

“The Western division had the smallest proportion of rented 
farms whose owners resided in the county where their rented 
farms were located. . . . The South Central and South 
Atlantic divisions had the largest proportion of owners resid- 
ing in the county where their rented farms were located. 

. . . The North Central division had the largest, and the 
Western the next largest, proportion of rented farms with 
owners residing outside of the state.”^ 

The character of the landlord has great significance when 
viewed from the standpoint of the tenant farmer who hopes to 
rise to the position of a landowning farmer. Land leased by 
the retired farmer is not held out of the market for many 
years, because of the limits set to life. Upon the death of the re- 
tired farmer, if not at an early date, the land is divided among 
heirs or sold to settle the estate. This brings land upon the 
market and helps those who inherit the proceeds to buy farms. 

‘Twelfth Census of the United States, 1900, Vol. V, p. Ixxxvii. 
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Permanent landed estates managed by a landlord class keep 
land off the market so far as tracts of a size which a small 
farmer can buy are concerned, and the influence of inheritance 
is to maintain the landlord class. The permanent landlord 
class trained to manage estates operated by tenants is, how- 
ever, not without its redeeming feature, as any one will con- 
clude who studies the present methods of operating landed 
estates in the regions of negro tenants in the South to-day. 
Trained landlords with large estates are, as a rule, more agree- 
able for a tenant, white or black, to deal with than are the 
retired farmers who enter the landlord class for a few years 
late in life. 



CHAPTER XXII 


FORMS OF LAND TENURE IN THE UNITED STATES 

In the discussion of the size of farms it was noted that for 
a given farmer engaged in a given type of farming at a given 
stage in his own development, and with given conditions with 
respect to wages, interest, land values, and prices for his prod- 
ucts, there is a size of farm which will pay him best. The 
question now to be taken up relates to the various ways in 
which he can get the use of the amount of land he finds it 
most profitable for him to operate. 

Few young farmers are financially able to own the amount 
of land they can operate to best advantage. If each man 
operated the land he is capable of owning, many young farmers 
would be operating farms too small for their energies, and 
many old farmers would have in hand far more land than they 
could utilize advantageously, to the loss of the young farmer, 
the old farmer, and the people of the nation who consume farm 
products. 

Farm tenancy is an instUtdion which provides for getting 
the land into the hands of those who ere in a position to cti- 
tivate it, but who are unable to buy farms. In its best forms, 
tenancy in a limited amount may be a good thing. In 1920 
there were 2,454,804 or 38.1 per cent of the farmers of the 
United States reported as tenants who owned none of the land 
they farmed, and 558,580 or 8.7 per cent who leased part of 
the land they cultivated. Thus, it would seem that nearly 
half of the farmers are using tenancy as a means of securing 
the use of the land they feel capable of operating, but which 
they are not yet able to own. It is, therefore, a matter of 
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great importance that the methods of leasing land be such as 
will be conducive to good farming and to the well-being of the 
tenant farmers and to the nation as a whole. 

A large proportion of the tenant farmers are young men who 
are in the process of earning enough money to buy a farm. 
This is especially the case in the Northern States. In Illinois, 
for example, over 43 per cent of farms which were rented 
were operated by persons under thirty-five years of age, whereas 
less than 13 per cent of those owning their farms were under 
thirty-five years of age. 

The owners of rented land are quite generally older farmers 
who have retired or who have more land than they wish to 
farm; 80 per cent of the owners of rented land have but one 
farm let to tenants, 11.4 per cent have but two, 5.4 per cent 
have three or four, 2.3 per cent have five to nine, .7 per cent 
have ten to nineteen, .2 per cent have twenty or more farms. 
Taking the< LV»ited States as a whole the large estate made 
up of rented farms is the exception and the landowner with 
one or two farms to rent is the rule. In a vast number of 
cases the tenant is the son or son-in-law of the landlord. At 
the time when the parents are ready to retire from the active 
duties the farm is usually turned over to one member of the 
family on a tenant basis, with the expectation that in time 
title to the farm will be secured by the tenant and he will 
become the owner of the farm. 

While tenancy is common at the present time and has been 
present in the United States since the beginning of our nation, 
it has ever been looked upon merely as a stepping stone, a tem- 
porary means of acquiring the use of land, and not as a 
permanent condition for any individual. One important sub- 
ject of consideration relates to the means of maintaining the 
movement from tenancy to ownership. This will receive espe- 
cial consideration in a later chapter. In this chapter special 
attention will be given to the methods of renting land with a 
view to the right use of the land and to the equitable distribu- 
tion of the products of the land. 

The first point to be considered by the landlord is the char^ 
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ac^er of the tenant to whose care he is to commit his farm. 
Honesty is the first essential, without which the farm may be 
damaged within a year to an amount greater than the annual 
rent. 

Young men who desire to succeed as tenant farmers cannot 
have the importance of honesty too strongly impressed upon 
them. The efficient young man who is honest finds no diffi- 
culty in gaining control of land and capital, but no one with 
capital will have anything to do with a dishonest tenant if he 
knows him and can get any one else. Many men do things 
which they count very shrewd, but which at once puts them in 
the class of men who have to be watched, and it is a general 
principle that the greater the risk the higher the rate of profit 
which the capitalist should demand. The honesty of the ten- 
ant insures the landlord against the losses he is in danger of 
sustaining if the tenant is dishonest. The landlord can afford, 
and is usually willing, to pay a liberal premium for this insur- 
ance. 

Efficiency is equally important. If the farm is let on shares, 
the income of the landlord is dependent upon the efficiency of 
the tenant. If let for cash, it is much better to have a capable 
tenant who can pay the rent w’ith ease, since the reputation 
of the farm depends upon the success of the tenant. Every 
tenant has a record, — look into this record before making a 
contract. 

The tenant should be in possession of a requisite amount of 
capital to operate the farm effectively. This amount will de- 
pend upon the type of farming and the form of tenure. It 
is a common practice for the landlord to supply a large pro- 
portion of the operating capital where he is assured of the 
honesty and efficiency of the tenant. It does not make so 
much difference who provides the capital, the important thing 
is that the capital certainly be provided. 

In choosing a farm the tenant should consider its suitability 
to the type of farming most congenial to him, location with re- 
spect to markets, schools, etc., the qualities of the soil, the ar- 
rangement of the fields and buildings for economy of labor, the 
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size of the farm, whether it will give full scope to the energy 
of the tenant, the water supply, and the sanitary conditions of 
the home. Ascertain if there has been any sickness in the 
family or disease among the animals of the former tenant. 
The fairness of the rent asked should be looked into by the 
tenant. By making inquiry of the outgoing tenant, the neigh- 
bors, the thrasher man, and the operator of the local creamery 
or cheese factory, the prospective tenant can get information 
on many of these points and at the same time ascertain the 
amount of the income, the expenditures, and other factors 
which will show the possibilities of the farm. 

The farm being found satisfactory, make sure that the land- 
lord is a fair-minded man, capable of giving good advice but 
not overfree with his suggestions nor overinsistent upon his 
own notions being followed in detail. A nagging landlord 
makes the day long and the work tiresome. 

The landbrcl Jiuuld try to see the situation from the view- 
point of the tenant as well as his own and then strive to be 
fair. This will pay not only in the satisfaction that results 
from being decent with one^s fellow-men, but also in greater 
returns from the farm. The landlord who takes advantage of 
a tenant who is striving to do the right thing, and “grinds 
him down,” may g:\in a few cents in the beginning, but he will 
lose dollars in the end. He will gain the reputation of being 
a grasping landlord. Good tenants will avoid him, for it is 
true not only that the efficient farmers tend to get the most 
productive land, but also that the honest tenant tends to get 
the honest landlord. 

What the lease should contain. The lease should contain a 
description of the land (the description found in the deed to 
the land), the buildings, and such other property belonging to 
the landlord as may be involved in the agreement. 

Uses of property. The uses and the limitations upon the 
uses to which the property may be put by the tenant should 
be stated specifically in the contract. For example, the land 
to be retained in permanent pasture should be described, the 
area to be kept in meadow stated, the crops which are not 
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to be grown named^ the uses named for which trees may be 
cut, etc. 

Disposition of products. It is through the regulation of 
what crops are to be produced upon the farm, and the forms 
in which the products of the farm are to be disposed of, that 
the farming may be directed along lines least exhausting to the 
soil. In general, tenant farmers are too much inclined to sell 
grain and hay rather than live stock and dairy products. This 
is partly due to the lack of capital on the part of tenants. Re- 
strictive clauses in leases which require that all hay, straw, com 
fodder, corn, etc., be fed upon the farm should be accompanied 
with provisions enabling the tenant to secure the necessary 
animals to consume these products. 

Use of manure made on the farm. The manure made upon 
the farm, from feeds produced thereon, belongs to the land, 
and in no case should any tenant be allowed to remove this 
manure from the land. Danger from this source arises most 
commonly in the case of farmers who own a farm and hire ad- 
ditional land. Land leased in this way should receive its pro 
rata share of the manure. 

Contracts usually provide that the tenant shall spread all 
manure upon the land at such points as the owner shall direct. 
This clause is more or less useless, as a new tenant will gladly 
haul all the manure he can find, while a tenant who expects to 
leave before another cropping season cannot easily be forced 
to haul manure for his successor. The obvious remedy is to 
pay the tenant for hauling the manure from which he is to de- 
rive no benefit or else not expect him to |Derforrn this service. 

Purchase of feed and fertilizers. In order that the tenant 
be not discouraged in buying feeds and fertilizers to be utilized 
upon the farm the contract should provide for compensation to 
the tenant upon the termination of his lease for the unex- 
hausted supplies of fertility placed in the soil from these 
sources. The payment for such improvements should, never 
be for more than the benefit to be derived by the incoming 
tenant. Unwise expenditures should be the loss of him who 
makes them. 
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Destruction of noxious weeds. Great care should be taken 
to provide in the contract for the cutting of all noxious weeds 
before they mature their seeds. A clause should be inserted 
providing that in case the tenant neglects to destroy seed-bear- 
ing weeds in proper season the landlord may enter with the 
necessary help, destroy the weeds, and charge the cost to the 
tenant. 

In the case of Canada thistles and quack grass, provision 
should be made against the spreading of their roots over the 
fields. These plants may have got a start along a fence row 
or along a ditch where the land has not been cultivated for 
years. By plowing one furrow closer than has been the prac- 
tice in a place of this kind a great quantity of the roots may be 
loosened and dragged out over the field. Danger of spreading 
these plants should be guarded against strenuously. The sav- 
ing of the land from the encroachment of noxious weeds is 
even mor-£» iRsportant, if there be any difference, than the 
avoidance of soil exhaustion. 

Where a state law requires the destruction of noxious weeds 
it should be strenuously enforced. It is the duty of every 
landlord and of every tenant to see that such laws are obeyed. 

The landlord whose farm is foul with weeds should not ex- 
pect the tenant who was not to blame for this condition of 
affairs to clear the farm from these pests without compensation. 
Where this work is not performed as a part of the regular 
culture of the crops, the tenant should receive compensation in 
cash in proportion to the service rendered. The landlord who 
does not spend money in fighting the encroaching army of 
noxious weeds will soon accept a much lower rent. Where 
the destruction of weeds is a regular farm operation necessary 
to the production of a crop the tenant should not expect other 
compensation than that coming from increased production. 
The landlord whose farm is clear of weeds can easily secure 
enough more rent to make his activities and expenditures in 
the destruction of weeds very profitable. 

The appearance of the farm. The landlord should take great 
care to provide neat farm buildings and fences. The tenant 
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should agree to maintain a tidy appearance about the house^ the 
barns, the feed lots, the fence rows, and every other part of the 
farm. There is a considerable advertising value in good ap- 
pearances which should not be disregarded. Where it is not 
profitable in dollars and cents it pays abundantly in the satis- 
faction that comes from the greater degree of contentment and 
self-respect enjoyed by the farmer and his family. 

New buildings and fences. In the construction of new 
fences and buildings there seems to be no settled practice. In 
some cases the landlord provides the material, performs all of 
the work, and pays for the board of the workmen, the tenant 
hauling the material from the nearest station and boarding the 
workmen at a fixed rate. In other cases the tenant performs 
all of the unskilled labor and boards the skilled laborers with- 
out charge while making the improvement. 

Repairs on fetices and buildings. The common practice in 
ail forms of leases in the Northern States is for the landlord to 
furnish the material and the tenant to do all the work required 
in making ordinary repairs on fences and buildings. In some 
cases a distinction is made between the ‘‘inside^^ fences and 
the outside or “line fences,” the landlord making the repairs 
on the latter and the tenant doing the work required in making 
repairs on the former. 

Another plan which has been found more satisfactory in some 
instances is for the owner of the land to pay the tenant a fixed 
sum per day for time expended under the owner*s supervision 
in the construction and repair of fences and buildings and to 
adjust the rent accordingly. This may result in a more cheer- 
ful service of the tenant in working on fences and buildings. 

Some experienced landlords require the tenants to make good 
at their own expense damages done to gates, barn doors, pumps, 
etc., where the wear and tear is likely to be very great with a 
careless tenant and very little with a careful one. The practice 
on some estates is for the landlord to furnish the parts of the 
pump and the windmill which are subject to little wear, and to 
require the tenant to furnish the wearing parts. This was sug- 
gested by the difficulty met with in getting tenants to oil the 
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windmill. If the tenant owns the gearing and wheel of the 
windmill he is less likely to let the wheel run loose in a high 
wind or let it run for weeks at a time without oil. 

Fence posts. Where post timber is found in the farm wood- 
lot it is common practice for the tenant to make the posts 
needed for repairs. The main difficulty arises from the fact 
that tenants do not often make the posts early enough to give 
them time to season before they are put into the ground. The 
remedy suggested by one landlord is to keep a supply of posts 
on hand on the farm all the time and require the tenant to 
make, under direction of the landlord, as many posts each year 
as he has found occasion to use. This problem is easily solved 
where the landlord looks after all repairs and pays the tenant 
for his labor in making repairs. 

Firewood. It is the common practice where there is a wood- 
lot on the farm, to allow the tenant to secure firewood free of 
charge. It is uflon prescribed that only dead and down timber 
may be taken for this purpose. In any case growing trees 
should not be cut until all dead timber has been taken. It is 
usually prescribed that all tops or slashings not taken for fire- 
wood shall be piled and burned by the tenant. 

The road tax. The general rule is for the tenant to work or 
pay the road tax. It is often stated that in return for this 
service the tenant shall be allowed to secure firewood from the 
farm, although in some cases where this latter privilege is not 
granted the tenant is required to work the road tax without 
any special compensation beyond the use he gets of the road. 

Duration of leases. There is perhaps more land let for 
one year at a time or from year to year, than on any other 
terms in the Corn Belt, and yet three-year leases and five-year 
leases are very common, and leases for two years and for four 
years have occasionally been noted. It is not uncommon to 
lease a farm for a period of three or five years, and then allow 
the tenant to remain on the farm from year to year after this 
period has elapsed, in case this is agreeable to both parties. 
Another method is to let the farm for one year with the agree- 
ment that if the parties are both satisfied with the arrange- 
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ment the first year^ the contract becomes good for two or four 
, more years. 

It is generally agreed among landlords that a tenant will do 
better if he can plan to remain for three or five years, than if 
he is uncertain how long he may remain. One year is required 
for the tenant to become acquainted with the farm. 

On a dairy farm, where stock is let with the land, it is much 
better that the same man should have charge of the cows for 
a long period than for the tenants to be changing from year 
to year. In case the cows are owned in partnership it is very 
unsatisfactory to be dividing the herd every year. The follow- 
ing quotation from a letter from a Wisconsin farmer, who lets 
land on shares and furnishes a part of the stock, will help to 
put this matter in a clear light: 

“If I knew the man to be a good one, and one that would suit, I 
would prefer to let for a term of years, say from three to five years, 
as a man only gets started the first year, for he has the farm to learn, 
and it is not best to be changing stock every year. I think if a tenant 
knows this to be his home, he will take more interest in keeping up 
the place. But if you are not sure the man will suit, or be satisfied 
to stay, I should rent for one year, as it is very easy to continue the 
old contract or make a new one, as the case requires.” 

If there is any difference, there seems to be more reason for 
letting land for a number of years when let for cash than when 
on shares. It is thought that the tenant will take much better 
care. of the land when he has it for a number of years. 

The system of crop rotation should be taken into account in 
determining the period of the lease, so that the tenant may have 
time to complete the rotation. It is a well-recognized fact that 
where the land is so operated as to prove most profitable in the 
long run, the tenant is required to make investments in the 
form of labor in improving the tilth of the soil, in hauling 
manure, and sowing grass seeds, on which he can realize the full 
return only after a number of years. For this reason it is 
thought best to let land for several years at a time 

In Scotland this long ago led to the introduction of 19- and 
21-year leases, yet these very long-term leases have their objec- 
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tionable features even in Scotland, where the land is held in 
large estates by rich men who have no thought of anything 
else than letting their land to tenants. In the United States 
landowners are so generally retired farmers, whose farms are 
likely to be sold in the course of a few years to men who will 
farm their own land, that very long-term leases are out of the 
question. Compensation for unexhausted improvements is the 
remedy for many of the evils of short-term leases. 

Amount of rent to be paid. The rent of a farm is the price 
paid for its annual use either in the form of money or prod- 
ucts. The amount which should be paid depends upon the use- 
fulness of the land and the scarcity of farm land of the grade 
in question. It is not always an easy matter to ascertain 
exactly what the “square deal” is. The amount of rent which 
should be given for the use of the land varies with the fertility 
of the land;^^ the local market prices of products, the distance 
and char^ctei of the roads to the markets, the length of the 
term, the restrictions under which the land is to be farmed, 
and the probability that the tenant will improve a farm or 
bring about its deterioration. 

In figuring on the amount which he can afford to pay, the 
tenant should compare the opportunties offered and the rents 
asked for as many farms as possible in order to select the farm 
which will enable him, after paying the rent and other ex- 
penses, to have left the largest possible returns for his own 
labor and capital. 

No tenant should sign a contract until he sees clearly sources 
of income over and above the amount of the rent, sufficient to 
pay all annual expenses for labor and equipment, support his 
family in accordance with the standards of the community, and 
leave a surplus. This surplus is the ground for hope of be- 
coming the owner of a farm. Every honest and efficient farmer 
will be able to make a surplus from which to save if he is on 
the right farm on the right terms. But this statement does 
not give ground for the belief on the part of every tenant who 
makes no surplus that his rent is too high. Before coming to 
such a conclusion let the tenant make sure that he is an effi- 
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cient farmer. Let him compare his farming in every detail 
mih that of other men who are making a surplus, and this, 
if carefully done, will point to the true cause of the lack of 
profit, whether it be the terms of the contract or the methods of 
farming. 

The landlord should not be overzealous in driving a hard 
bargain. The landlord who drives the hardest bargain often 
finds himself beaten in the end. A farm, like a horse or a 
cow, is more or less attractive and more or less useful according 
as it is well or ill treated. Under proper management land 
may be made to increase in productivity. It is equally true 
that ill treatment may greatly reduce the fertility of the land. 
Ill treatment is the more to be feared for the reason that in 
this way a tenant many sometimes increase his profits for the 
one year. Hence the following quotations, from men who have 
had long experiences in letting farms, are in point: “If you 
try to get more than a fair rent, the tenant will take more 
than the difference out of the property”; and again, “Do not 
beat a tenant before he comes, or he will beat you afterwards; 
give him a good ‘lay,’ and in the long run it will pay you best; 
an honest, fair way will always win in the long run.” 

The tenant who makes the highest bid is not alwaj^s the most 
profitable man to have on the farm. Landowners have too 
often overlooked the importance of having a thorough under- 
standing as to the* way in which the land is to be used and the 
condition in which the land and the builidngs are to be loft at 
the end cf the tenancy. A tenant can well afford to offer an 
extra high rent for the use of the land for a year or two if he 
is free to plow up the rich old pastures, produce the most ex- 
hausting crops, and take no care to leave the farm in condition 
for ma-dng a profit in the future. No landlord can afford to 
sacrifice his capital for the sake of reaping a high rate of in- 
terest on his investment for a short time. It is very imi^ortant, 
therefore, that the conditions of farming should be such as will 
guarantee that the farm will be returned to the landlord in as 
good condition as it was at the beginning of the tenancy. 
This is not a matter that can be provided for perfectly in the 
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contract, even if the tenant gives bond. To have to appeal to 
the law to enforce one’s rights is always undesirable. It is 
better to take a smaller rent from a fair-minded man who can 
be trusted to do the right thing, than to take chances on a 
man of doubtful character. In European countries where 
state-owned lands are let to tenants the principle is well estab- 
lished that farms will not necessarily be let to the highest bid- 
der. 

In share tenancy the ability of the tenant to manage a farm 
is a matter which should receive more attention on the part of 
the landlord than the exact terms of the contract. On a given 
farm, stocked in a given way, one tenant will be able to sell 
$3000 worth of products each year, and keep the farm in as 
good condition as another tenant who may not be able to sell 
more than $2500 worth of products. If the land is let for 
one-half of the proceeds, this will make a difference of $250 
in the income' 01 the landlord. In order to get the better ten- 
ant, therefore, the landlord can afford to be liberal in making 
the bargain. Even where the share of the product to be re- 
ceived by the landlord is fixed by custom, there are many 
points, such as the landlord’s share of the poultry, the paying 
of the thrashing bill, the twine bill, the amount of free garden 
land, the free use of milk for the tenant’s family, the colts, the 
horse feed, etc., regarding which the landlord and the tenant 
must bargain. Here is the opportunity for the owner to be 
liberal and get a good tenant. 

Where land is let, in accordance with the customs of the dis- 
trict, for one-half of the proceeds, it is often more important 
to the tenant tliat he should look out for the best farm, owned 
by an agreeable and far-sighted landlord, than to stand out 
too strongly on any small matter of detail as to what the land- 
lord shall furnish. The same labor and capital may easily 
bring a return 20 per cent larger on one farm than on another 
in the same neighborhood, and this will more than compensate 
for being liberal in matters of detail. 

When the landlord seeks the best tenant he can get, and the 
tenant seeks the best farm he can get, the result is likely to 
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be that the best tenant will be on the best land, and while the 
tenant profits by being on the best land, the landlord profits 
equally by having an excellent tenant on his farm. Large num- 
bers of farmers have mentioned this point, and they generally 
agree that the best tenants do get the best rented farms, and 
that the inefficient tenants have to take what they can get, 
which is usually the more sterile or run-down farms. One 
landlord expressed himself as follows on this point: 

**If you mean by the best tenant, the one who takes proper care of 
the soil, and then makes the most money, one year with another, the 
best tenants are on the best land. A good tenant gets a good farm, 
and he can hold it. The inefficient tenant is always looking for a farm 
and the landowners with good farms want only the best tenants; so the 
inefficient tenants are crowded to the poorer grades of land.” 

Time of paying rent. The lease should be most explicit as 
to when payment of rent is to be made. Where the land is let 
for a share of the proceeds, the common practice is to divide 
the money as soon as the sales are made. It is very common 
for the division to be made at the creamery or cheese factory, 
and one check is sent to the landlord and another to the tenant. 
Where land is let for cash, the practice varies widely, and yet 
there is a tendency to make the time of payment conform 
to the time when the tenant is likely to make sales. One-half 
at the middle of £he year and the remainder at the end of the 
year is a common practice, with the modification that in the 
case of the last year of the tenancy all payments shall be made 
one month before the end of the year. Monthly payments are 
being introduced on dairy farms which are let for cash. This 
conforms to the time of receiving payments for the milk and 
grows very naturally out of a change from the share system to 
the cash system on dairy farms. 

Guarantee that the rent shall be paid. In many of the North 
Central states, laws have been passed during recent years 
which declare that the landlord shall have a lien for his rent 
upon all crops grown upon the leased premises. In others 
there are no statutory laws providing for a landlord’s lien, 



FORMS OF LAND TENURE IN U. S. 339 

although, of course, a lien can be created by agreement of the 
parties, if properly made, and it is quite common to have a 
clause in the lease which secures the payment of the rent. 
In some cases the owner of the land requires that all of the 
products shall remain his property until the rent is paid, and 
in some cases the tenant is authorized by the landlord to mar- 
ket the products in sufficient quantity to pay the rent, after 
which he may dispose of the remainder of the produce as he 
pleases. In some cases the tenant gives a chattel mortgage to 
secure the payment of the rent. 

It is common for the landlord to remit a part of the rent in 
case of a great disaster over which the tenant had no control, 
and which makes it impossible to pay the rent from the year’s 
productions. This should become a well-established custom. 
Good customs do much to insure happy relations between land- 
lords and tenants. The best landlords realize that food for the 
family of an honest, industrious tenant should come before 
the landlord’s rent. Well-established customs impel the less 
well-disposed landlords to live up to the standards established 
by the better landlords. 

Enforcing the agreements. The lease should provide for en- 
forcing the contract. Fines are sometimes provided in case of 
failure to conform to the contract either by omission or com- 
mission. It is sometimes agreed that in case either party shall 
fail to perform his part in the agreement, as illustrated by an 
example of the destruction of weeds by the tenant or the mak- 
ing of an improvement by the landlord, the other party may 
hire a third party to carry out the terms of the agreement and 
charge the costs against the crop or against the rent, as the 
case may be. 

It should be provided in the agreement that in case either 
party fails to perform his part, the tenancy may be brought to 
a close, by due notice, at the end of the current year. As a 
rule it is unwise to be strenuous in enforcing the terms of the 
contract. In case either party fails to perform his part in the 
contract to such an extent that appreciable loss results, it is 
Letter to bring the contract to a close. 
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While a change usually results in some loss, it is better than 
tolerating excessive negligence. New agreements are better 
than old agreements. The landlord tries harder to please a 
new tenant than an old one. The new tenant operates under 
a new stimulus, his expectations are high, and his work moves 
with renewed energy. 

Notice to terminate lease. Where land is let from year to 
year or for one, three, or five years, with the understanding 
that the tenant may remain as much longer as it is mutually 
agreeable, it is common to include a clause in the lease to the 
effect that (after the fixed period has elapsed) in case either 
party desires to bring the tenancy to a close at the end of the 
year, he must give the other party written notice to that effect 
ninety days (sometimes six months) prior to the end of the 
year. In the absence of any notice, the contract is to be con- 
sidered renewed for another year. 



CHAPTER XXIII 


FORMS OF LAND TENURE IN THE UNITED STATES 

(Continued) 

Share versus cash rent. Is it better to let land on shares or 
for cash? The answer to this question depends largely upon 
the amount of time the landlord can give to the supervision 
of the farm and to the amount of money and ability possessed 
by the tenant. The landlord who lets land on shares must 
give much attention to the management of the farm, but he 
who lets his land for cash need give little attention to the 
farm beyond the securing of the right tenant under proper 
agreements. Share tenancy usually yields larger returns to the 
landlord than cash tenancy, because he renders more service, 
takes more risk, and often furnishes more of the capital. 

The tenant with little capital and but little experience in 
farming finds share tenancy better than remaining a hired man. 
Compared with the cash tenant he is more dependent and may 
make less money, but if he lacks the capital and skill to suc- 
ceed as a cash tenant, he will find share farming under the 
supervision of a landlord who has been a successful farmer 
more profitable, as well as a more independent life, than work- 
ing for wages. For many young farmers a period as share 
tenant under the supervision of a good landlord who is him- 
self a successful farmer is a most valuable apprenticeship in 
farm management. 

Share tenancy. Share tenancy is more common than cash 
tenancy in the United States. In 1920, there were 1,678,812 
tenants whose entire rent was paid in the form of a share of 
the product or a share of the proceeds. There w’ere 127,822 
who paid rent in the form of a share of the product and who 
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paid a cash rent in addition usually for a part of the farm, 
the proceeds of which were not shared with the landlord. 
There were 585,005 tenants reported as paying a cash rent, 
but a very large part of these paid a fixed quantity of produce, 
for example a fixed amount of cotton is paid for a given area 
of cotton land, instead of a fixed amount of cash rent. 

Share tenancy is preferred by many tenant farmers because 
the risk is less than in cash tenancy. The thought of paying 
a fixed rent whether the crop is large or small and whether the 
prices are high or low is not attractive to the majority. And 
again, many of the tenants do not possess sufficient wealth to 
enable them to own all of the stock necessary to operate a farm 
on a cash basis. 

The landlords who live in close proximity to the land which 
they let, and who have time to devote to its supervision, usually 
prefer a share of the crop because they find it more profitable 
to them. The share system is more profitable to the landlords 
largely because of the close supervision which they give to the 
farms let on shares. Many of the tenants are young and in- 
experienced, and are willing to leave the general management 
of the farm to the landlord, who is very likely to be an elderly 
farmer, and the fact that he has a farm to let suggests that he 
has been a successful farmer. All tenants are liot so willing 
to be directed by their landlords, but if they pay a share of the 
products as rent the landlord’s right to give advice is apparent 
and is a well-established custom, whereas under cash tenancy 
there has seemed to be less reason why the tenant should be 
compelled to accept interference on the part of the landlord. 
The principle being established that the landlord has a right 
to direct more or less definitely the operations of the farm, as in 
the case of share tenancy, the landlord has little difficulty in so 
directing the management of the farm as to preserve the fer- 
tility of the land. The choice of crops, and the organization 
of the field-system are subjects which the share tenant is usu- 
ally willing to leave to the landlord, and in many cases the 
landlord controls the field operations in the minutest detail. 
For example, the depth to which land is to be plowed, the time 



FORMS OF LAND TENURE IN U. S. 343 

of sowing, planting, harvesting, and the number of times a field 
of Indian corn should be cultivated are details to which the 
landlord often gives his attention under this system of letting 
land. The landlord is willing to exert himself for these pur- 
poses because his profits are increased by such activity. 

Another reason often given by landlords for preferring a 
share of the crop to a cash rent is that, in a country where most 
of the tenants have little wealth, a share of the product proves 
more profitable to the landlord, in the long run, because he 
shares the benefit of an extra large crop and gets something 
out of the smallest one, whereas in case he is receiving a fixed 
rent, the tenant gets all the advantage of an extra large crop, 
but in case of a crop failure the tenant is often unable to pay 
the fixed rent and the landlord has to stand the losses wh^n the 
crops are short without getting the advantage of the extra large 
crops. Where the tenants are men of considerable wealth and 
can stand a loss from time to time this is a matter of less im- 
portance. 

Again, it is said that the collection of the rent is an easier 
matter where a share of the crop is given. ‘‘Farmers will give 
a fifty-cent chicken for a church dinner when they would not 
think of giving as much as twenty-five cents in cash,” says an 
Iowa farmer who has tried both systems, and he continues, 
“They will give the landlord his share of the farm products 
much more cheerfully than pay him cash.” 

The share rent adjusts itself to changes in the value of the 
products without any change in the contract. This is looked 
upon by some farmers and landlords as a reason of first impor- 
tance for adhering to the share system. 

Participation of the landlord in the management of the farm 
is the chief reason for the success of share tenancy in this 
country. This point has been emphasized over and over again 
in the communications received from men who are in a posi- 
tion to know. Share tenancy is, as a rule, more profitable to 
the landlord only when the farm is under his immediate super- 
vision. If the management must be left entirely to the tenant 
farmer, the cash system is usually preferable to the landlord. 
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If the tenant is a capable manager, so that the supervision of 
the landlord adds nothing to the product, then it is better for 
the tenant to pay a fixed rent, if he has the capital to do so, 
and secure the extra profits due to his superior ability. 

The methods of letting land on shares are so varied that a 
brief description of the forms of share tenancy is essential to an 
understanding of the subject. Share tenancies vary with re- 
spect to: 

(a) The proportion of the product received by each party. 



FiGuftE 64. — Farms let for one-fourth share. 


(b) The equipment and supplies furnished by each party. 

(c) The degree of control exercised by each party. 

These characteristics of the share systems of operating land 
will be described for the various parts of the United States 
under a classification based on the share received by the land- 
lord. The other characteristics will be discussed under sub- 
headings. 

The one-fourth system. One-fourth the product as the land- 
lord’s share is the lowest share rent which has been found to 
exist in an important way in the United States. This system 
was found on the western edge of the wheat region of the Da- 
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kotas, Nebraska, and Kansas, and also in Oregon and California 
in the first decade of this century. In general it may be said 
that the one-fourth system existed in the North only on rela- 
tively unproductive lands. In the South the practice of giving 
the landlord one-fourth of the cotton crop was very common 
wherever white tenants engaged in cotton production. It was 
there most generally found in conjunction with a “third** sys- 
tem for the grain crops. It is common in the South to speak 
of the “third and fourth’* system, which usually means that 



the landlord receives one-fourth of the cotton and one-third 
of the grain crops. 

In the “fourth** system the tenant usually furnishes all the 
equipment and seeds, but in case commercial fertilizer is used, 
as is sometimes the practice in the cotton country, the landlord 
pays one-fourth the cost. In the northern states the landlord 
often furnishes nothing but the bare land for one-fourth of the 
crop. 

Under the fourth system the tenant is usually left free to 
produce the crops as he pleases, the landlord exercising little 
control beyond the determination of the crops to be grown and 
the area of each. 
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The one-third system. The one-third system is very com- 
mon throughout the United States with the exception of the 
regions of very high land values in the North Central states. 
Under this system the landlord receives one-third the grain 
and sometimes he receives ail the straw and corn stalks and 
stands none of the expense of production. 

The landlord receiving a third of the produce usually fur- 
nishes no part of the operating equipment of the farm. In 
many instances the tenant pays a cash rent for the house in 



which he lives and for pasture for his live stock. In many 
other cases fields only are rented for one-third the crop. The 
tenant lives on the land which he may have bought or leased 
and takes two-thirds the grain and leaves the roughage on the 
farm where grown. Where the “third” system exists with re- 
spect to grain crops, the hay crop is usually shared half and 
half. 

Where land is let for one-third the crop, the landlord usually 
controls in detail the kind of crops to be grown on each field. 
Beyond this he leaves the tenant to do much as he pleases. 

The two-fifths system. In the Corn Belt the two-fifths sys- 
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tern has been an intermediate stage in the rise of share rents 
from one-third to one-half the crop. This system differs from 
the ^^third” system primarily in the fact that the landlord re- 
ceives two-fifths of the grain, straw, and corn fodder, and the 
tenant receives three-iifths. The system is usually the same as 
the one-third system so far as what the landlord furnishes is 
concerned and also with regard to control. 

The half-share system. The letting of land for one-half the 
product is found in all parts of the United States. The half- 



and-half system varies greatly with respect to what the land- 
lord furnishes in addition to the land and buildings. 

Grain farming on the half system. In one form of half-share 
tenancy found in the grain regions of Minnesota, Kansas, 
Nebraska, the Dakotas, and in the wheat regions of the Pacific 
coast, the landlord furnishes the seed grain and gets one-half 
the crop. In these regions it is often counted that one-half 
the crop, when the landlord furnishes the seed and pays for one- 
half the twine and threshing, is equivalent to one-third the crop 
where the landlord does not furnish the seed. 

In central Illinois and in west-central Indiana the landlord 
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who receives one-half the grain crops furnishes nothing but the 
land and buildings and exacts a cash rent for the land used 
for hay and pasture. The exacting of a cash rent for hay and 
pasture land often accompanies the share system in the North 
Central states, where the landlord receives one-third or two- 
fifths, as well as where he receives one-half of crop. In the 
South, corn land is sometimes let for cash, while cotton land is 
let on shares. In central Illinois, the landlord sometimes de- 
mands half the grain and one dollar per acre in addition, and 
it is the regular thing to require that the tenant deliver the 



Figure 68. — ^Areas where proportion received by the landlord was increas- 
ing prior to 1905. 


landlord’s share of the grain at the nearest market at such 
time as the landlord may desire to dispose of his share of the 
product. It is in the heart of the Corn Belt of central Illinois 
that the landlords are able to make the heaviest demands upon 
their tenants. 

In eastern Ohio, in Pennsylvania, Maryland, and some ad- 
joining territory where wheat has long been considered central 
in the farming system, the landlord who receives oiie-half the 
grain usually lets the tenant have the use of the buildings, the 
hay and pasture land and all the straw he cares to feed on the 
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farm, without any additional compensation. This custom is 
held to rather tenaciously and in one instance the writer found 
a tenant who was making about one hundred dollars a month 
from his dairy. This was appreciably more than the entire 
value of the grown crops, yet the landlord continued to accept 
one-half the grain and let the tenant have all he made out of 
the dairy. 

The land~and~stock share system. Another form of the half- 
and-half system is the land-and-stock share system, in which 
the landlord furnishes a part of the live stock or owns a half 
interest in all or a part of the live stock. This system is most 
common in the dairy regions of New York, Ohio, Illinois, Wis- 
consin, Iowa, and Minnesota. The variations are numerous, 
but the system has many features which are in general use. 

The landlord furnishes the land and the buildings including 
the house for the tenant. The tenant furnishes the horses, 
tools, and macnincry, and all the labor required to operate the 
farm. The landlord and tenant own, jointly, the cattle, hogs, 
and poultry kept on the farm. The items of expenses are 
likewise in three classes. The landlord furnishes material for 
making repairs and the tenant performs the work, unless a 
skilled workman is required, in which case the landlord pays 
for the mechanic . The tenant stands all expenses in keeping 
his horses, tools, and machinery in working order. Expenses 
for twine, thrashing, silage cutting, etc., are usually shared 
equally. The dairy equipment is often owned jointly. This 
refers especially to the cream separator and shipping cans. A 
common variation of this system is for the landlord to furnish 
all the cows. This is more or less common on the less valua- 
ble dairy farms of Wisconsin and is often found in New York. 

The land-and-stock share method of letting land has been 
in use in the United States for more than a hundred years. 
During this time a large number of questions with regard to 
the duties and privileges of landlords and tenants have arisen. 
It may be beneficial, therefore, to take up these questions one 
by one, and indicate the way in which they have been an- 
swered. 
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Ownership of the partnersinp property. Where the landlord 
agrees to furnish half of the live stock and the tenant the other 
half each party should o\vn an undivided half interest in the 
stock. A partnership herd, for example, in which the tenant 
owns 12 certain cows and the landlord 12 other certain cows is 
sure to give rise to trouble. There should be a description of 
all partnership property possessed at the time the contract takes 
effect, and an agreement as to the number of cows to be kept, 
the number of pigs reared, etc. 

At the beginning of the tenancy the stock which each party 
wishes to put into the partnership should be carefully appraised 
and the difference in value settled in cash. This means that 
the landlord buys a half interest in the tenant’s cows, hogs, 
chickens, etc., and the tenant buys a half interest in the cows, 
hogs, chickens, etc., placed on the farm by the landlord. 

Where the landlord furnishes all of the cows, provision must 
be made for maintaining the herd by replacing old cows with 
young ones produced upon the farm. The money received for 
the cow sold is divided and the young cow reared by the tenant 
becomes the property of the landlord. 

Description of property furnished by tenant. It is the 
most common practice for the tenant to furnish the teams, tools, 
and machinery. The income of the landlord is influenced by 
the character of this equipment. Hence there should be a 
written agreement as to how many horses are to be kept and 
the. kinds of tools and machinery to be used. Especial care 
should be taken to have an understanding regarding the manure 
spreader, the silage cutter, the cream separator and any other 
equipment which may be needed on the farm but which is 
not commonly found in the tenant’s outfit. 

Description of labor to be employed upon the farm. It has 
always been the rule to have in the lease a careful descrip- 
tion of the land. In share tenancy it is equally important 
to have a careful description of the labor supply to bO fur- 
nished by the tenant. Where land is let on the land-and«stock 
share system it is common to speak of the arrangement as a 
partnership in which the labor balances the land. It is ob- 
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vious, therefore, that some more or less definite amount and 
quality of labor should be agreed upon. This agreement is 
desirable for the reason that the interest of the landlord leads 
him to desire a large amount of labor on bis land, whereas 
the interest of the tenant leads him to cut down too much on 
the labor bill. Trouble can be avoided by agreeing in advance 
upon the amount of labor to be provided by the tenant. 

Horse feed. Where the tenant furnishes all of the horses 
to operate the farm, which is the most common practice, the 
question has arisen as to whether these horses should be fed 
from the undivided grain and hay or from the tenant’s share 
of the grain. This has generally been settled in southern Wis- 
consin in favor of feeding the horses from the undivided grain 
and hay. In some districts, where grain farming is an im- 
portant adjunct to dairy farming, the landlord furnishes all of 
the seed gr^in, and the tenant is required to feed his horses 
from his share of the grain, but may feed them from the un- 
divided hay. 

Where special circumstances give rise to opportunities for 
the profitable employment of the tenant’s horses in hauling 
stone or some other materials, landlords have sometimes ob- 
jected to such employment, but this outside work should be dis- 
couraged only to the extent that it may encroach upon time re- 
quired properly to perform the farm work. The tenant should 
furnish the grain fed to the horses during the time they are 
employed on outside work of this kind. In general, it is better 
for the landlord to let land for cash where there is regular 
opportunity for outside employment. This opportunity will 
enable the tenant to pay a higher rent than he could otherwise 
pay. This point should not be overlooked by the landlord. 

Colts raised by tenant. Where the horses have been fed 
from the undivided grain, the question has arisen as to the 
ownership of the colts in case any should be raised. It is 
contended by the landlord that if the colts eat undivided grain 
there should be some method of remunerating the landlord. It 
is also claimed that brood mares require more feed per linit 
of work performed on the farm than do other horses, and for 
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this reason the landlord should have an interest in the colts. 
On the other hand, it is claimed that considerable risk is taken 
by the tenant where colts are raised and that if the landlord 
does not share this risk he should not share the colts. 

This problem has been solved in various ways. In many 
cases the difficulty has been avoided by raising no colts. In 
some cases the amount of feed consumed by the colts has been 
accounted for. This is not a very satisfactory method. In 
other cases the expenses involved in the rearing of the colts 
have been shared equally and the colts have been the common 
property of landlord and tenant. Where this practice is fol- 
lowed the landlord should stand the entire charge for stallion 
service to balance the risk taken by the tenant. In still other 
cases this problem has resulted in the landlord owning half 
interest in the horses. Where horse breeding is to be any 
important part of the farm work this is the best plan. 

Poultry. The most approved method is to own the poultry 
in partnership, feed it from the undivided grain, and divide the 
proceeds. In some instances the tenant is allowed what poul- 
try and eggs he desires for home consumption, and where sales 
are made the proceeds are divided. In other agreements the 
landlord is to receive an amount of eggs and poultry equal to 
that consumed by the tenant, and the remainder sold and the 
proceeds divided.^ 

Thrashing and twine bills. The thrashing bill is usually 
sharM equally by landlord and tenant, but landlords do not so 
generally share the twine bill, yet on a very large share of the 
farms the landlord has found it necessary to agree to pay one- 
half of the twine bill in order to secure the tenant desired. 

Corn shredder, silage cutter, etc. In recent years the intro- 
duction of the corn shredder, the silage cutter, and the corn 
binder has brought new problems. These machines are not in 
use on all farms, and where they are used there is no settled 
practice as to who shall pay the bills. This is a point on which 
the parties use their bargaining power. It is here argued, for 
example, that the shredder saves the labor of the tenant, and 
that the tenant should pay the shredder bill. On the other 
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hand, the landlord has to admit that the use of the shredder 
results in better care of the fodder, and leaves the manure in 
much more desirable form to be spread upon the land. 

Terms gradually improved for tenants. During the last 50 
years the conditions of this form of share tenancy have, on 
the whole, become more favorable to the tenant. In the earlier 
days, when the butter and cheese were made on the farms, the 
labor was performed by the tenant, or, more often, by his wife. 
The introduction of the creamery and the cheese factory has 
relieved the farmer’s wife of this task, and the expense of manu- 
facturing these products in the creamery or the cheese factory 
has been shared equally by landlord and tenant. 

Management of the farm. The landlord usually participates 
in the management of the farm where the land-and-stock share 
system is in use. This custom arises naturally out of the 
fact that th(? landlord has a very large investment and is de- 
pending uj^n the management of this property for his income. 
On the other hand, the tenant is usually a young man, of much 
less experience than his landlord and finds it profitable if not 
always agreeable to his own feelings to be guided by the experi- 
ence of the older man. 

It is usually stated in the agreement that the farm shall be 
managed by mutual agreement of the landlord and the tenant. 
It seems to be generally conceded by the tenant farmers that 
where land is let on shares the landlord has a right to partici- 
pate in the management. 

Sharing the proceeds. The landlord and the tenant share 
equally the proceeds of all sales and all increments and decre- 
ments in the value of all partnership property. The division 
of income should be made at once upon its receipt where large 
sales are made. Small items should be settled once a month. 
It is common, where milk is delivered to a butter or cheese 
factory, to have separate checks made out for the landlord and 
for the tenant so that no occasion for trouble may arise in 
making the division. 

Division of partnership property at termination of lease. 
The most favored system seems to be that of requiring the 
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tenant to divide the partnership stock of each kind into two 
equal groups. Where the units are large^ as in the case of the 
daily herd, it is common to balance small differences with a 
fixed amount of cash. For example, if after every combina- 
tion has been tried one bunch is thought by the tenant to be 
worth $20 more than the other, it is agreed that the person 
taking the more valuable herd shall pay to the other $io or 
half the difference. 

The tenant having made a division of each kind of stock, 
either of two methods may be used in determining which group 
will be left for the landlord and which taken by the tenant. 
One method is to draw lots. This method is good because the 
tenant, knowing he stands an equal chance of getting either 
group, will strive to make the groups of equal value. It is 
even permissible under this system to have the landlord assist 
in making the divisions. 

Another method of determining which group the tenant shall 
take is to let the landlord have his choice of the groups arranged 
by the tenant. This is a less satisfactory arrangement for the 
reason that the tenant knows the record of the cows better than 
the landlord, and where this plan is followed it is possible to 
get the more profitable cows into one bunch and the better ap- 
pearing cows in the other in such a manner as to make the 
tenant reasonably sure to get the more profitable cows. 

Another system of making a division of the jointly owned 
property is for the landlord and the tenant to take turn about 
in choosing from the herd or flock. This plan has been ob- 
jected to on the ground that the party who is the better judge 
of live stock, or who may be the more familiar with the live 
stock, has a decided advantage over the other party. 

Still another system is to have the live stock appraised by 
disinterested parties and the interest of one party purchased by 
the other. Where the landlord and the tenant fail to agree 
upon any other method, a public sale may be called and the 
live stock put up at auction. 

Croppers. The form of half-share tenancy found in the cot- 
ton and tobacco regions of the United States requires no capi- 
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tal on the part of the tenant. The landlord furnishes the land, 
buildings, teams, tools, and other equipment, and often ad- 
vances the tenant enough goods, money, or credit to live on 
while “making” the crop. The tenant, or cropper as he is 
commonly called in the South, furnishes the labor required to 
produce and harvest the crop. The cotton cropper receives 
one-half the value of his crops and free house rent and garden 
as pay for his efforts. In many of the cotton regions the 
cropper is not an independent operator. This is especially the 
case on the rich cotton lands where the plantation is the effec- 
tive means of organizing and controlling a class of tenants 
who are differentiated from wage hands principally by the fact 
that they receive a share of the crop instead of a fixed wage. 
The system of control on a typical cotton plantation in the 
Yazoo delta of Mississippi has been described as follows: ^ 

^^While tbdic in’t small holdings, a large proportion of the land 
is cultivated under a plantation system, white overseers manage the 
plantation and direct the cultivation from seedtime until the cotton is 
ready for market. The plantations are cut up into tracts varying somc> 
what in size, but usually from eighteen to forty acres in extent ; on each 
tract is a cabin of two or four rooms and a *lean-to’ ; at a little distance 
is a cotton house for storing seed cotton during the picking season. 
Around or back of each cabin is usually a patch of ground, perhaps half 
an acre, for a garden, often inclosed by a paling fence, which serves as 
firewood in the winter season. Each house is occupied by one or two 
families, who cultivate the allotted land about the house, cither as 
renters or croppers. 

**The cropper works like any wage laborer; and the daily routine has 
a distinct flavor of the ante-bellum plantation regime. The bell is rung 
at daylight during the cultivating season, the negroes gather at the lot 
where the mules of the plantation have been penned and fed during 
the night; each one receives his mule from the caretaker, and if he 
needs a new implement he gets it from the implement storehouse upon 
order from the manager ; he brings it back when he has finished using it. 
Each man works with his family in his own lot ; the overseer endeavors 
to visit each lot twice a day to see that the cropper is working and to 
direct him in his work, set his tasks, and instruct him in their per- 
formance. At noon, the bell rings again, the mules are brought in, fed by 
a man in charge, and taken out after the nooning is over. At sunset, 

* In unpublished manuscript nreuared by A. £. Cance. 
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or a little later, the plantation bell rings again, the negroes stop work, 
and the mules are brought to the common lot to be fed and shut up 
for the night. From first to last every bit of work is supervised, the 
culture planned, the amount and area of crop dictated by the overseer, 
the cotton picked, ginned, and baled under supervision, the corn har- 
vested and housed, the produce divided, the indebtedness deducted, and 
the balance turned over without a word on the part of the cropper. 

“Mules are kept in a common lot simply to insure good feed and 
care, and to prevent their being ridden at night or on Sundays and 
holidays by the negro. When the cropper’s lot is at some distance 
from the mule lot and he is a reasonably careful man, the mule remains 
in his charge from Monday morning until Friday night or Saturday 
noon, when it is brought back again to the mule lot. This one item of 
plantation management has been a source of great saving both in 
efficient work and good work stock to the planter and fruitful cause of 
the change from share to fixed rent on the part of the negro.” 

“The cropper/* often called “halves** in the upland counties, 
is usually found working on a verbal contract with a small 
landowner or a credit merchant who has a large number of 
farms in his possession. If a merchant is his landlord, he is 
under supervision from March to December. “We oversee all 
our share hands/* said a Holly Springs merchant who owns 
thousands of acres in Marshall and Lafayette Counties, “we 
don*t 'suggest* or 'stipulate* — we 'dictate* what crops they shall 
raise, and where they shall raise them. We r(fquire cotton 
mostly, but we insist that they raise sufficient corn and fodder 
to feed our mufes during the winter season, from January i 
to April I, when we keep them in our own lots.** The super- 
vision is not nearly so close as on the large plantation; a “rid- 
ing boss** gets around to each farm two or three times a week 
and notes the needs and condition of the crop. But the share 
hand makes his own hours of labor, has command of the mule 
furnished him, and is really very much freer to come and go, 
to work and “lay off** than the cropper of the bottom lands. 
When the landlord is a small owner, or lives at some distance, 
the oversight is still less. The land is less fertile, more must 
be tilled to make a fair crop, the tools furnished aie less mod- 
em than those of the large planter, the mules are less valu- 
able, and the resulting cultivation is very poor. Many owners 
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live in town some miles distant from their lands and take very 
little care of the share hand’s crop. 

The twO‘t birds system. Somewhat similar to the upland 
cropping system is a system found here and there throughout 
the northern part of the United States which may be called the 
two- thirds system. Under this system the landlord furnishes 
everything but the labor and receives two-thirds of the proceeds, 
while the tenant, or share hand, as he is more properly called, 
furnishes all the man labor and receives one-third of the pro- 
ceeds of the farm. While this system is found widely scat- 
tered, it is not believed to be very common. 

Cash tenancy. In 1920 there were only about one-third as 
many cash tenants as share tenants in the United States. 
While cash tenancy is common in the Corn Belt it is most com- 
mon in certain parts of the Cotton Belt. Cash tenancy and 
negro tenancy are found in the same regions. In the Cotton 
Belt of T^xas and in the northern part of Georgia, where white 
tenants prevail, share tenancy is dominant. When it is further 
noted that most of the so-called cash rent among negroes is 
paid in the form of a fixed amount of cotton without regard 
to its cash value, it will become evident that actual cash rent is 
a minor form of tenancy in the United States at the present 
time. 

Landlords who live too far from their land or are too busy to 
give it the needed supervision for making share tenancy a suc- 
cess, usually prefer to let their farms for a cash rent. It is 
claimed by many landlords that the tenants devote much greater 
care to their farming under the cash system of letting land. 
The feeling that every extra bushel of grain and every extra 
fork of hay is all his own will naturally make the tenant more 
painstaking than he w'ould be if only a part of these products 
were to be added to his own profits. 

This desire to obtain as large a return as possible is, at the 
same time, the greatest source of trouble in adjusting the rela- 
tions between landlords and tenants. The tenant who has a 
contract for but one year is inclined to look too strictly to 
securing as large a profit as possible for that one year, without 



358 OUTLINES OF AGRICULTURAL ECONOMICS 

any regard to the future. As a result of this short-sighted 
economy, too large a proportion of the land is often devoted 
to exhausting crops, and the larger profit of the one year is 
obtained at the expense of the profits of future years to the 
detriment of the farm and the farmer. 

By proper regulations with respect to the proportion of the 
land which shall be devoted to certain crops, this difficulty 
can be more or less successfully overcome, but such regulations 
are always annoying to the tenants. The granting of a lease 
for several years is thought by many to be all that is necessary 
to meet the difficulties arising from the short-sightedness of 
the tenants, but many landlords object to making a contract 
for a period of any great length. With all the difficulties which 
may beset this system, cash tenancy is preferable to share 
tenancy whenever the management of the farm is to be left 
almost entirely to the tenant, and where agriculture is extensive 
and the use of commercial fertilizers is unknown the letting 
of land for cash is a fairly successful method. 

Where intensive culture and the use of commercial fertilizer 
have become necessary the tenant problem takes on a more 
acute form. If vre would study to advantage the problems 
which arise under these conditions, we must turn our attention 
to an older country than our own, where the tehant problem 
has been a more serious one, and whence we may learn from 
the experience of others the remedies which are fast becoming 
necessaiy to good relations betwen landlords and tenants in this 
country. 

The experience of England shows that the compensation for 
unexhausted improvements is more successful than long leases 
as a means of solving the problem of good farming by cash 
tenants. This system will be considered in detail in a later 
chapter. 

Where land is let for cash rental the management of the 
farm falls definitely to the tenant. For this reason there is 
believed to be more occasion for restrictions in cash leases than 
in share contracts where the landlord is joint manager With the 
tenant. 



FORMS OF LAND TENURE IN U. S. 359 

Restrictions have not been numerous in American cash leases, 
but in Wisconsin for example, the following are restrictive 
clauses which have been found: 

1. Specified parts of the farm shall not be plowed but shall 
be kept in permanent pasture. 

2. A specified number of acres shall be kept in meadow, and 
old meadow shall not be plowed up until an equal area of new 
meadow has been successfully seeded. 

3. No flax shall be grown. 

4. Only . . . acres of tobacco may be grown. 

5. Only . . . acres of cabbage may be grown. 

6. No straw or fodder shall be sold from the place. 

7. No hay shall be sold from the farm. 

8. Instead of 6 and 7 another lease requires that enough 
stock be kept to consume all the grain and forage crops pro- 
duced upon^jthe farm. 

9. Live stock shall not be allowed in the fields while the frost 
is going out of the ground. 

10. Hogs shall be provided with nose rings in such a manner 
as will keep them from rooting up the turf when allowed in 
the pastures or fields. 

Such restrictions, it will at once be seen, are intended to 
force the tenant into a conservative type of farming. The 
danger is that such restrictions ma}'^ so fetter the tenant as to 
make his farming unprofitable. 

It has been stated most emphatically by an English authority 
upon this subject that “no landlord who is determined to in- 
troduce unreasonable and unnecessary conditions into his leases 
is entitled to or can expect to get first-class tenants. . . . 
There is no difficulty in getting inferior tenants to agree to any 
stipulated terms of management, but great caution is necessary 
in laying restrictions upon really good farmers. . . . The 

art of farming is progressive and cannot be fettered by any 
set of rules that are meant to be of universal and unvarying ap- 
plication. Hence, all the terms of farm leases should in one 
respect be of a most general kind. A good tenant ought not to 
be tied down with restrictions which can only be' of service to 
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the landlord in enabling him to prevent a bad farmer from 
injuring the land.” 

In this country, where cash tenants have been put under few 
restrictions, as in the eastern counties of Wisconsin, the re- 
sults have been on the whole unsatisfactory. Cash-rented 
farms are not, as a rule, so well kept up as farms which are let 
on shares. This is due in part to the fact that the owner is 
more interested in keeping up the buildings and fences on the 
farm where his income depends directly upon the annual value 
of the products, but where land is let for one year at a time, 
the cash tenant is interested in securing the largest possible 
profit for that one year, without regard to the condition in 
which the land may be left. Cash tenants have too commonly 
neglected to sow clover seed, to produce and spread large quan- 
tities of manure upon the farm, and to destroy noxious weeds. 

The demand is for a system of renting land which will avoid 
the evils of soil robbery without the evils of too great restric- 
tion. 



CHAPTER XXIV 


THE DECLINE OF LANDOWNING FARMERS IN 
ENGLAND 

Two hundred years ago landownership on the part of farm- 
ers was common in England, but by 1900 it was very rare. 
According to the estimates compiled by Gregory King, there 
were 180,000 landowning farmers and 150,000 tenant farmers 
in England in 1688. Ownership did not in all cases mean 
the same in England at that time that it does in the United 
States to-day. A man was classed as an owner if he paid about 
two-thirds the value of a piece of land for the right to the free 
use of the land so long as any one of three persons named in 
the lease lived. This was said to be leased out on lives. 
Again, there were copyhold tenures which gave a perpetual 
right to the use of the land with the provision, however, that 
certain payments — which frequently became nominal in 
amount — were made to the manorial lord from time to time 
in accordance with the customs of the manor. The tenure was 
permanent, and where all these payments were brought to- 
gether and compared with a regular annual rent, they were 
very often small. It is fair to say, therefore, that toward the 
close of the seventeenth century more than half the farmers 
of England belonged to the landowning class. 

In jgoo, 86 per cent of all the land under crops and grasses 
in England was occupied by tenant farmers, while slightly 
less than 14 per cent was occupied by owmers, but the owners 
were generally the great landlords, not landowning farmers. 
By making close inquiry while passing through more than half 
of the counties of England in 1899, the writer found a scatter- 
ing few who owned the land which they cultivated, but such 
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farmers were extremely rare. The greater part of the land 
designated as “occupied by owners'^ was composed of the 
“home farms” of landlords, and of farms which they had not 
been able to let since the depression. In this way the Duke 
of Grafton occupied five farms besides his home farm, in 1899. 
The five farms aggregated five thousand four hundred and 
ninety acres. Each one of these farms, as well as the home 
farm, had a bailiff (manager) upon it. There were more 
than seventeen thousand (17.189) farm bailiffs in England 
according to the census of 1891. Tenant farmers who keep 
bailiffs are very rare. The vast majority of these bailiffs were, 
doubtless, operating land which is recorded in the Agricultural 
Returns as “occupied by owners.” Hence “occupied by own- 
ers” quite generally indicates a lower status of the farmer 
than that of the tenant farmer, though in some instances it 
indicates land cultivated directly by the owner. Kent was a 
county noted for her landowning farmers in the years gone by, 
but in 1898 it was stated that “the small landowners have in 
most instances been compelled to sell their land, and the yeo- 
man of Kent has practically disappeared.” 

To-day practically all the farmers in England lease the land 
which they occupy. The young man becomes a tenant farmer 
with the expectation of remaining such all his life. When 
money has been^saved he looks for a larger farm where he 
may employ his surplus funds, but very rarely docs he even 
think of investing in land. To an American this seems strange, 
and raises two important questions: First, what forces were 
operating in England to bring about so complete a disappear- 
ance of the landowning farmer? Second, what has been done 
in England to make tenant farming a satisfactory life for the 
farmer? The first of these questions will be discu.ssed in this 
chapter, and the second will be di£>cussed in the chapter on 
methods of adjusting the relation of landlord and tenant in 
England. 

Many of the small landowning farmers disappeared as a 
result of improvements in the methods of farming during the 
eighteenth century. The names of Jethro Tull and Charles 
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Townshend are associated with movements most significant in 
the history of English agriculture. These great agriculturists 
carried on their important experiments during the second quar- 
ter of the eighteenth century. With the name of Tull should 
be associated the word tilth; and the fact that his contempo- 
rary was called ‘Turnip Townshend*^ suggests at once the 
phase of agricultural improvement in which he was interested. 

Tull, in his “Horse-Hoeing Husbandry,’* emphasizes the im- 
portance of pulverizing the soil. “The chief art of husbandry 
is to feed plants to the best advantage,” says Tull, and he 
believed that, in the feeding of plants, tillage is much more 
important than the application of fertilizers. He devotes one 
chapter of the book to the “Pasture of Plants.” In this chap- 
ter he emphazises the importance of dividing the soil into fine 
particles in order that the plants may find “pasture” for their 
roots. The^ important field crops of the time were all sown 
broadcast, so that it w^as difficult, if not impossible, to culti- 
vate the crops while growing, and the only chance of giving 
tilth to the soil other than in preparing the seed bed was dur- 
ing the fallow year. To surmount this difficulty, Tull invented 
a drill, for the sowing of all kinds of grain and roots, in order 
that these crops could be cultivated between the rows while 
growing. He also invented a horse hoe with which to cultivate 
the drilled crops. 

The name of Townshend is most closely associated with the 
introduction of turnips and clover into England, and with the 
reorganization of the English field system. The introduciion 
of turnips, which could be cultivated while growing much more 
satisfactorily than could the small grains, enabled the farmers 
to dispense with the fallow wherever this crop would thrive. 
As the production of a crop of roots did not require a great 
deal more labor than caring for a bare fallow, it was only neces- 
sary that an increased demand for beef and mutton should 
increase the value of fodder crops sufficiently to cover the 
additional cost, in order that turnips should be very generally 
introduced. Upon the introduction of roots and clover, the 
old three-field system of crop rotation was replaced by the 
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“Norfolk four-course system,” which consisted of a root crop, 
followed by spring grain with which clover and grass seeds 
were sown; and the third year the hay crop was removed in 
time to plow the land for sowing wheat or rye. 

To the names of Tull and Townshend should be added that 
of Bakewell — the third member of the trinity of great men 
whose names have been most closely associated with “the new 
agriculture in England.” Bakewell flourished at Dishley, in 
Leicestershire, from 1760 to 1795, and produced the necessary 
complement to good culture and fodder crops, namely, a breed 
of mutton-producing sheep and a breed of beef-producing cat- 
tle. 

This “new agriculture” is of interest here because it led to 
an increase in the size of farms, and to the inclosure of the 
common fields, both of which movements had a marked influ- 
ence upon the status of the landowning farmers. In the agri- 
cultural literature of the early part of the eighteenth century, 
one reads of the great benefits to be derived from the inclosure 
of the common-fields for the purpose of adopting the new agri- 
culture; and these inclosures often involved the buying out of 
small freeholders who held rights over the commons along with 
the lords of the manors. Laurence, who wrote in 1727, taught 
with emphasis that “yl Steward should not jorgct to make the 
best inquiry intolhe disposition oj any of the freeholders within 
or near any of his lord's manors to sell their lands, that he may 
use his best endeavors to purchase them at as reasonable a 
price as may be for his lord's advantage and convenience. 
Some instances there have been of stewards, who, after they 
have made haste to be rich, have made these inquiries for their 
own sakes, and have purchased out the freeholders, thereby 
making an estate for themselves, even within their own lord’s 
manors; insomuch that sometimes I have known it so ordered 
that the lord s tenants have been called to do suit and service 
at his own [the steward’s] court. But, for the sake of honor 
and honesty, I hope these instances are rare; and so I content 
myself to have given this hint, stiU persuading the vigilant stew- 
aird to be zealous, for his lord's sake, in purchasing all the 
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freeholders out as soon as possible especially in manors where 
improvements are to be made by inclosing commons and com- 
mon- fields; which (as every one, who is acquainted with the 
late improvement in agriculture, must know) is not a little 
advantageous to the nation in general, as well as highly profit- 
able to the Undertaker.” 

The writer has not found evidence showing any great prog- 
ress in this direction until later in the eighteenth century, but 
there is reason for believing that Laurence’s advice was acted 
upon many times during the next sixty years. In 1786 Mar- 
shall records in detail an inclosure where the proceedings seem 
to have been in exact accordance with this advice.^ 

Contemporaneous with the new agriculture, and perhaps it 
is not too much to say making the new agriculture necessary 
and possible, was the enormous growth of English manufactures 
and commence. These lines of development greatly increased 
the demand for agricultural products so that by the end of the 
eighteenth century the price of such products had greatly risen. 
The high prices which could be obtained for the products of 
the farm gave high values to land and made larger farms and 
intensive culture extremely profitable. It required a great deal 


* ‘'In the parish of Felbrigg, in Norfolk, some seven or eight years 
ago, Mr. Wyndhain, who is Lord of the Manor, was also the sole pro- 
prietor in this parish, excepting one small farm, of seventy pounds a 
year, belonging to a young luaii, a yeoman, just come of agt. An 
extensive, heathy waste, and smne comnion-iield lands, were dc'^'rable 
objects of inclosurcs ; consequently, the possession of this young t:ian's 
estate became an object of importance to Mr. Wyndham. Steps were 
accordingly taken towards obtaining the desired possession ; not, however, 
by threats and subterfuges, t<K> comnioidy but very impolitically made 
use of upon such occasions : but by open and liberal proposals to the 
young man, the joint proprietor; who wms made fully acquainted with 
the intenlion; and frankly told that nothing could be done without his 
estate. He was, therefore, offered, at once, a specific and considerable 
sum, over and above its full value to any other person; and, to insure 
the object in view, he had, at the same time, an offer made him of a 
considerable farm, on advantageous terms. The young man being enter- 
prising, and his little estate being, I believe, somewhat encumbered, 
accepted the offer, sold his estate, and agreed for a fann, consisting partly 
of old inclosures, in part of common-field land, ^nd in a still greater 
proportion of the heath to be inclosed.'* 
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of capital to stock a large farm and cultivate it in accordance 
with the new methods. To own both land and capital required 
relatively great wealth; and the rural economists of the time 
advised farmers to use their capital in stocking large farms 
rather than to invest nearly all they had in buying land, in 
which case the farms would be too small and too poorly stocked 
to be most profitable. It came to be the argument that, 
whereas a farmer could realize no more than 3 per cent on in- 
vestments in land, he could make a profit of 10 per cent by 
using it in stocking a farm.^ 

'James Anderson is the author of a short article published in Hunter’s 
"Georgical Essays,” Vol. VI, p. 213 (York, 1804), which is entitled, 
“The Bad Consequence of a Farmer Lessening his Capital by the Pur- 
chase of Land.” The article reads as follows: “Those who are fond of 
political calculations may have here full scope for their ingenuity, by 
supposing that two men of equal spirit, knowledge, and capital, set out 
in the agricultural line. One of tliem as a farmer, on a lease; and the 
other as a small proprietor, or yeoman. Let the capital be taken any 
huNv at random, say, £2000. The yeoman, we shall say, lays out £1500 
of that sum in the purchase of a farm, w'hich at thirty years' purchase 
[that is. thirty times the annual rent or annual value] would be worth 
£50 a year, and he has £500 left for stocking and improving it. The 
other leases a farm, which, at a fair rent, is worth £200 a year. Let 
us follow out the calculation, — 6rst, in regard to the profits that the 
different occupiers themselves can enjoy, and the rate oj, which their 
families can afford to live; and, second, with regard to the augmentation 
of agricultural produce that each of them could afford to the state; and 
let this calculation 'be continued for a considerable number of years. 
Then strike the balance, and see w'liat an amazing difference!” 

Again, in recent times when tlie subject of restoring the old order of 
yeoman farmers was being agitated, James Caird (J. R. Agr. S. E., 
Series III, Vol. I, p. 27) gives a very clear statement of the problem 
suggested by James Anderson three quarters of a century earlier. Caird 
writes : “There are two capitals employed in British agriculture ; that of 
tile landowners and that of the farmer. The first, which is the land 
itself, and the permanent improvements upon it, had hitherto been certain 
and safe, and, therefore, yielding a small, but regular return ; the other, 
the livestock and crops, subject to risk of seasons, and speculations, and 
liable to compensation prices, requiring a much larger percentage to 
cover risk. The capitalist is content with 3 per cent for his heretofore 
secure investment, which carried with it also influence and social position. 
A farm worth £50 an acre for the freehold needs a further capital of 
£10 an acre to provide the fanner’s capital for its cultivation. The 
landow'ner is satisfied with a return of 3 per cent cn his £50, while the 
tenant looks for 10 per cent for management and risk and intek-est on 
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There is evidence that many landowning farmers became 
tenant farmers because they found it more profitable. For 
example, before the new agriculture was introduced there were 
many small owners in Norfolk who cultivated their own land. 
Instances are noted of parishes which had at one time been 
occupied entirely by this class of farmers. But by 1787 there 
had been a striking decline in the number of those belonging to 
this class. Marshall says that the small proprietors saw all 
about them tenant farmers, whom they had held as their 
inferiors, reaping great profits and rising to a degree of af- 
fluence superior to their own. The tenant farmers were able 
to live in a style too extravagant for the small proprietors, and 
this naturally made the latter dissatisfied with their position, 
''and either launched out into extravagance ill suited to their 
income, or voluntarily sold their comparatively small patri- 
monies, in prder that they might, agreeably with the fashion 
or frenzy of the day, become great farmers.” The lands owned 
by these yeoman farmers fell into the hands of men of for- 
tune and became united with their large estates. 

Changes in the manufacturing industries worked fundamental 
changes in agriculture. The manufacturing industries did not 
merely expand during this period, they changed their form of 
organization; and this change in organization had an important 
influence upon the small farmers of England. As the factory 
system became established, the domestic system of manufactur- 
ing was no longer profitable, and the small farmers who had de- 
pended upon spinning and weaving for a part of their income 
were deprived of this means of supplementing the returns of 
their small holdings. Many of these small farmer-manufac- 
turers were absorbed by the large industries of the towns, oth** 

his £10. Let us suppose that the fanner has a capital sufficient to buy 
100 acres at this price, and stock them; he would get for his £5000, 
invested in freehold, £150, and for his £1000, farm capital, £100; 
together, £250. But if he followed tlie custom of his country and used 
the whole of his capital in cultivating another man's land, he would with 
his £6000 hire 600 acres, on which his returns ought to be £600. He, 
in truth, thus trades on the capital of the landowner, practically, let to 
him at the moderate rate of 3 per cent, which be converts into a trade 
profit on his own capital of 10 per cent.*’ 
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ers turned their entire attention to agriculture and became 
prosperous farmers, while others were reduced, in time, to the 
ranks of the agricultural laborers. 

But these are not the only ways in which the growth of 
manufactures and commerce influenced rural affairs. Many 
who had made their fortunes in manufactures or in commerce 
desired to own country homes. These country homes often 
consisted of very small areas with villas built upon them, but 
more commonly, owing to an “inordinate desire” to be con- 
nected with the new agriculture, the wealthy merchants and 
manufacturers purchased farms and operated them, not for 
profit, but for pleasure. 

While farming for pleasure led to the buying out of many 
landowning farmers in the vicinity of the large centers of 
wealth, this was of less permanent significance than the fact 
that many of the men wfio had acquired wealth wished to ac- 
quire social and political position; and this could be done most 
readily by becoming great landlords. This led many of the 
new men of wealth to buy land and establish their families 
upon large estates. This competition of rich men in the land 
market resulted in high land values relatively to the rental 
value of land, which made it all the more difficult for farmers 
to buy land. In these various ways the reorganization of agri- 
culture in Englanji at the close of the eighteenth century tended 
ta reduce the number of farmers who owned the land which 
they cultivated, and to increase the number of great land- 
lords and of tenant farmers. 

Fluctuating land values and agricultural depressions has- 
tened the decline of landowning farmers. The wide discrep- 
ancy between the rate of return on investment in land, and the 
rate of interest which farmers had to pay on borrowed funds, 
was a constant force tending to reduce landownership on the 
part of farmers. The work of the agricultural depression was 
that of speeding up the movement at times by reducing incomes 
and forcing mortgaged owners to sell their farms. 

In the normal movement of affairs the farms passed from 
father to son, but it was usual for the other members of the 
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family to be provided for. This usually meant that the son who 
took the farm had to do so under heavy encumbrance. It 
would appear that primogeniture and entail were institutions 
affecting the large landlords, but little practiced among the 
smaller owners, with whom the idea of more or less equal 
division of property among all members of the family pre- 
vailed. There were always many landowning farmers who 
were heavily in debt and to this class depression often resulted 
in forced sale. With wealthy lords always in the market for 
land these farms were absorbed into the large estates. 

The depression in English agriculture from 1820 to 1836 
resulted in a marked decline in land ownership on the part of 
English farmers. The first twelve years of the nineteenth 
century were extremely prosperous times for English agricul- 
ture, and until 1820 prices had not been reduced very materi- 
ally; but from 1820 to 1836 prices were comparatively low. 
This era dt low pi Ices, following the great prosperity of war 
times, wrought disaster among all classes in England who 
were dependent upon agriculture for an income. Tooke at- 
tributes the high prices of one period and the low prices of the 
other to the war, the currency, and the variations of the sea- 
sons, along with a rapidly growing population engaged in manu- 
factures and commerce. The war made the importation of 
food dangerous and expensive; and a somewhat debased cur- 
rency, and bad seasons at the close of the century, with an 
increasing demand for food, resulted in extraordinarily high 
prices. On the other hand, peace, a restored currency, and a 
series of excellent crops after 1819 resulted in a great reduc- 
tion in prices. 

The parliamentary report made by the Select Committee on 
Agriculture for the year 1833 shows large numbers of land- 
owning farmers in the various parts of England at that date. 
Many of these men held estates which had been handed down 
from father to son for many generations, while large numbers 
had purchased the land they occupied. But these yeomen 
farmers were hard pressed and many had sold their land be- 
fore 1833. When we go carefully through the minutes of evi- 



370 OUTLINES OF AGRICULTURAL ECONOMICS 

dence given before the committee we are especially impressed 
with the rapid decrease in the number of landowning farmers, 
which had taken place after the war, and before 1833. In 
Cumberland and Westmoreland the number had “consider- 
ably diminished.’’ Up to the war properties had continued 
long in the same families, but in 1833, Mr. Blamire said he 
believed that since 1815 a greater change had taken place in 
the proprietorship of the small farms than in any antecedent 
period of much longer duration. In 1837, Blamire was again 
before the Committee, and says: “The condition [of the land- 
owning farmers in Cumberland] is generally speaking most 
pitiable. At the present moment they are as a body, in fact, 
ceasing to exist at all.” Mr. Merry, the owner and occupier 
of a three-hundred acre farm in the North Riding of York- 
shire, stated that in the different dales in the district where he 
lived the farmers had nearly all been “ancient freeholders”; 
but the number of such farmers had been “regularly lessening 
for ten years,” during which time they had been reduced about 
a seventh. From Mr. W. Simpson we learn that the landown- 
ing farmers were “nearly all gone” near Doncaster, Yorkshire. 
In Nottinghamshire there were “comparatively very few re- 
maining.” In Leicestershire, Northumberland, and the Mid- 
land Counties, generally, small proprietors farming their own 
land were numerous, but “a great many of them” had been 
ruined. In Shropshire and in Cheshire the number of “small 
landed proprietors” had “greatly diminished, . . . since 
the year 1800.” In Herefordshire there were still a great many 
yeomen but fewer than twenty years earlier. In Worcester- 
shire a good many freeholders, who farmed their own lands, 
had sold out. In Kent, near Rochester, no great number had 
gone to the wall, but they were poor, many of them living 
little better than workingmen. Such fanners were yet numer- 
ous in Hampshire and West Sussex, but many had been com- 
pelled to sell their estates and those who remained werQ “much 
reduced in point of circumstances.” In Wiltshire the number 
of landowning farmers had diminished “most materially” 
within the past fifteen years. In Somersetshire land had been 
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changing hands a great deal since the war, and the number of 
farmers who bought land was not so great as the number of 
those who had sold. It was the custom there for the land- 
lords to “run out” the life leases and not make any new ones. 
Thus all the evidence points to the conclusion that an unusu- 
ally rapid decline of the yeomanry had taken place during the 
period of the agricultural depression which followed the close 
of the Napoleonic wars. We shall now investigate somewhat 
in detail the causes of this unusually rapid decline. 

Extravagance, living beyond one’s income, often leads to 
bankruptcy in all lines of business, and it would be strange, 
indeed, if this were not, occasionally, the cause which compels 
farmers to sell their estates. From John Norden w^e learn 
that in 1607 this was sometimes the cause of failure on the 
part of landowning farmers in England. In 1833 ^ great many 
of the yeopien of Cheshire were living beyond their means. 
During the period of high prices they had accustomed them- 
selves to a standard of living which they were unable to main- 
tain after prices had fallen, without gradually consuming their 
estates, Lee says of this class, ‘‘Their property is nearly gone.” 
There is a suggestion that a change of this kind in the habits 
of the yeomen farmers may have been the occasion for forced 
sales of land in Worcestershire and Somersetshire. 

But while extravagance may at times have been the cause of 
failure, the yeomen as a class were industrious and frugal. 
Speaking of the yeomanry of Cumberland, Blamire says, they 
“are quite as frugal as the tenantry and often more so, and 
their situation is often worse. . . . They equally lodge 
their laborers in their own houses, and dine at the same table 
with them.” Having to give up their estates was “by no 
means the effect of improvidence on their part.” Mr. W. 
Thurnall said that in Cambridgeshire the yeomen were very 
economical and always hard-working men. “There is not a 
more industrious man in the three counties,” says J. B. Turner, 
“than a man in Herefordshire whose estate has been sold under 
bankruptcy.” 

Falling prices were ruinous to landowning farmers who were 
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heavily in debt. It was not, as a rule, lack of frugality and in- 
dustry which ruined so many of the yeomanry during this pe- 
riod of depression; it was primarily the fall in prices at a time 
when indebtedness was very prevalent with this class. This 
indebtedness was sometimes incurred for the purpose of pur- 
chasing land, sometimes for improvement, often to provide 
for the younger members of the family, and, occasionally, to 
cover general living expenses. 

Mr. W. Simpson told the Committee of 1833 yeo- 

manry near Doncaster were “many of them bankrupts.” 
“Farmers who, having four or five thousand pounds, bought 
farms twenty-five or thirty years ago, borrowing part of the 
purchase money, have been obliged to sell, and they have 
nothing left.” In Nottinghamshire “a great number bought 
land at high prices, and having mortgaged their farms for 
more than their value at the reduced prices, they have been 
almost universally ruined.” This class of farmers met with 
the same misfortune in Lincolnshire. In Cheshire, “A great 
many farmers got a considerable sum of money, and were mad 
to lay it out in land. They purchased land at forty years’ 
purchase, in some instances, and borrowed probably half the 
money,” and sooii after, the produce sold for so much less than 
formerly that they could not pay the interest on tlie money they 
had borrowed ^nd were “obliged to sell their properties for 
what they could get.” In Shropshire, again, farmers paid 
high prices for land and “borrowed money, as much as they 
could sell the property for afterwards.” These same stories 
are repeated for Norfolk, Hampshire, Somersetshire, Berk- 
shire, and Buckinghamshire. 

Improvements do not appear to have been very generally the 
occasion of indebtedness, but in some instances the witnesses 
before the Select Committee gave this as an important cause. 

The provision for younger children, or the paying off of the 
other heirs when one member of the family took th0 estate, 
was often the occasion of heavy indebtedness. In Cumber- 
land, the “statesmen” had large families and “from a miscal- 
culation of their real situation” they left their children “larger 
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fortunes than they ought to have done, and saddled the oldest 
son with the payment of a sum of money which it was impos- 
sible for him to pay.” This is given as an important cause of 
indebtedness in Nottinghamshire, Somersetshire, Berkshire, and 
Buckinghamshire. 

Thus it would seem that in 1833 these small estates were very 
generally encumbered. The indebtedness had been incurred 
during the period of high prices; and when prices fell the debt 
was often equal to, if not greater than, the value of the land. 
The whole net product would not, in many cases, pay the in- 
terest. WTiere this did not force the yeomen to give up their 
estates at once, the land usually came into the market at the 
death of the owner, as no member of the family cared, as a 
rule, to take up the burden of mortgaged ownership which had 
come to be looked upon as less desirable than tenancy. 
This fall (^f nnVes at a time when mortgages were very preva- 
lent was the immediate cause of the rapid decline in landowner- 
ship on the part of farmers during the twenties, thirties, and 
forties of the nineteenth century. 

When this land came upon the market it was usually pur- 
chased by great landlords, merchants, or manufacturers, who 
very rarely cared to put it upon the market again; and thus 
the results of this temporar\^ depression have been more perma- 
nent than we should expect in a country where landownership 
on a large scale does not involve so many social advantages, 
and where S3 stcms of primogeniture and entail do not bind the 
large estates together permanently. 

By 1836 the depression which followed the Napoleonic wars 
had practically ceased and the period from this date until 1875 
was, on the whole, an era of great prosperity for English agri- 
culture, though the low returns on landed investments, lapsing 
life leases, forced sales for settling estates, etc., were gradually 
reducing the number of yeomen farmers decade after decade, 
until by the close of the third quarter of the century they were 
found only here and there; and tenancy was the rule. In 
1883 John Rae esfimated that probably not more than $ per 
cent of the farmers of England owned the land which they cul- 
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tivated) yet during this period of prosperity farmers sometimes 
purchased land. A slight movement in this direction to some 
extent counteracted the result of the tendency on the part of 
landowning farmers to alienate their estates. 

The depression in the last quarter of the nineteenth century 
further reduced the remnant of landowning farmers in Eng-^ 
land. By 1875 the foreign wheat supply had become more 
easily accessible, as well as more abundant; and the depres- 
sion which followed ruined hundreds of farmers and rendered 
many of the landlords comparatively poor. In 1895 the Royal 
Commission on Agriculture sent assistant commissioners into 
the various parts of the country to gather information concern- 
ning the effects of the agricultural depression. Many of these 
assistant commissioners did not report upon the landowning 
farmers, possibly because they found no representatives of this 
class, but others have given valuable bits of information. 

Cumberland still retained some of her ‘‘statesmen/^ land- 
owning farmers, in 1895, but the problems of the second quar- 
ter of the century were still confronting them. In consequence 
of the legacies and annuities which eldest sons had to pay on 
the basis of the high prices which prevailed before the depres- 
sion of 187s, a great many yeomen farmers were ‘‘over head 
and ears in debt.” Not only had prices fallen, but the num- 
ber of years’ purchase at which land could be bought had been 
reduced. These estates were usually mortgaged, and often so 
heavily that the farmer who nominally owned his land had 
more to pay as interest than the tenant farmers paid as rent. 
It is said that this class of farmers had been gradually de- 
creasing in numbers for many years. This gradual decline is 
illustrated in a most interesting manner by the figures available 
for the parish of Abbey Quarter, as shown in Table XXXII. 

“There have been three causes for the gradual diminution 
in numbers of the statesmen,” says Mr. Fox. “In the first 
place, many of them, templed by the high prices offered for 
their land by large landowners, have sold. . . . Secondly, 
a number of them, since the lower prices,’ have let their land 
to tenants. But, thirdly, the qualities which are necessary to 
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insure success on a small holding, and \vhich should be con- 
spicuous both in the owner and his wife, namely, energy and 
thrift, are not necessarily hereditary qualities . . . and 
there are cases where land has had to be sold because the mode 
of life, which was pursued by the father, and accompanied by 
success, was not acceptable to the son.” 

In Westmoreland the landowning farmers had gradually 
disappeared until, in 1895, were nearly extinct. “How- 
ever we may regret the change,” to quote Coleman, after 
Wilson Fox, “it appears to have been inevitable. Land is an 
expensive luxury, and not a profitable investment. As civili- 


TABLE XXXTI 


Ykar 

Nvmbi.r of 
“Statesmen” 

Number of 

LhASi. HOLDERS 

Average Size 
OK Holdings 

1604 

83 


42 acres 

164S 

81 


54 acres 

1780 

51 


S8 acres 

1S12 

38 


58 acres 

1837 

30 

20 

TOO acres 

1864 

21 

29 

TOO acres 

i8q4 

9 

41 

TOO acres 


zation progressed, and the cost of living increased, returns 
were not proportionately advanced. The land became gradu- 
ally burdened with charges, and often suffering in condition, 
was eventually parted with, going as a rule to swell the larger 
estates. Nor as regards the public advantage, need such a 
result be lamented, for it is quite certain that a flourishing 
tenantry under a liberal and wealthy owner, are far more pro- 
ductive than owners whose means are too straitened to allow 
of the proper application of capital. Probably the most com- 
plete illustration of this change is seen in the Earl of Bective’s 
fine property at Underly, which comprises about 25,000 acres. 
. . . A large part of this property was formerly owned by 

small proprietors, mostly statesmen. These men held on as 
long as possible, and were eaten up by debts and charges, 
and the soil wretchedly impoverished. The trustees of the 
late Alderman Thomson, who himself, if I mistake not, sprang 
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from a statesman family, bought up the farms by degrees, and 
there is still money waiting similar investments. In no case 
did the investment pay more than two and three-fourths per 
cent on the purchase money. In many cases the former own- 
ers continued as the tenants; and when the land was drained 
and limed, and proper buildings erected, these men, who were 
formerly hard up, became well-to-do farmers. . . . The 
Underly Estate probably yields more than double the produce 
of which the land was capable when divided and ill managed.” 

Writing of this same estate, Lefevre gives some additional 
facts which are interesting and give clearness to the picture. 
“This great property . . . was gradually accumulated and pur- 
chased under the express direction of the will of a man who, two 
generations ago, made a large fortune in trade, and whose 
only daughter married a nobleman. The estate was made up 
of 226 different purchases, nearly all of them cases where the 
vendors belonged to the class of yeomen farmers, or states- 
men, as they are called in that district, who, themselves and 
their ancestors, had cultivated their own lands for many gen- 
erations. Instead then of 226 distinct owners of land, there 
is now a single owner. It may safely be assumed, in respect 
of this great property, that, under the existing system of family 
entail permissible by law, it will for generations to come remain 
intact in a single ownership.” 

Lincolnshire still possessed a large number of small peasant 
proprietors and some large yeomen farmers in 1895. Many 
farmers had bought land during the prosperous times prior to 
187s, and had paid double the price for which it would sell 
after the fall in prices had brought on the depression. A large 
proportion of the purchase money had frequently been obtained 
by giving a mortgage on the land, and in some cases the land 
had fallen in value until it was worth less than the face value 
of the mortgage. Fox says of these men: “Many . . . 

have already sunk, overwhelmed by the burden of Interest they 
had to pay.” Mr. Fox devotes several pages to the condition 
of the small landowning farmers of the southern part of Lin- 
colnshire. Most of these people worked hard and lived poorly. 
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In reading the report one might easily think Mr. Fox was 
paraphrasing Young’s report on the same district, written one 
hundred years before, were it not for the further evidence of 
ruin on every hand. In speaking of these small proprietors, 
Fox says: “The possession of land has been the ruin of hun- 
dreds in the past and is a millstone around the neck of hun- 
dreds in the present. Not the least regrettable reflection in 
this sad story is that most of these small owners are the flower 
of a class, the pick of the foremen and the laborers, who ex- 
celled in the performance of their duties, who toiled and saved 
and denied themselves for years to raise themselves out of one 
class into another, and who, when they had bought their inde- 
pendence and a new social position, found themselves bound 
to admit failure, their hard savings gone, their energies wasted, 
their hopes crushed, to retrace their steps back into the ranks 
out of which they had stepped, at a time of life when they had 
expended much of their vitality and all their ambition.” Note 
the parallel in America following the World War. 

In Cambridgeshire the depression proved very disastrous 
to the farmers generally. The landowning farmers, burdened 
with mortgages, were the first to succumb; and those of this 
class who remained, in 1895, were in great straits. “In several 
districts,” says Fox, “evidence was privately given me of this, 
and in one of them a gentleman, who was in the position to 
know the facts, stated that all the yeoman farmers there 
. . . were heavily mortgaged.” 

“We have had a good many yeomen in the County of Nor- 
folk,” said Mr. Read before the Commission in 1897, “and I 
say that they are much the hardest hit of all. They have to 
bear both the losses of the landlord and the losses of the tenant, 
and there have been the most disastrous failures. A good 
many of our farmers were told twenty-five years ago that the 
best thing that they could do was to buy their farms, and they 
did so, but they had not enough cash, and they had to mort- 
gage their farms. They have gone to the wall worse by far than 
the common tenant farmers. There are a good many of our 
old and most respected yeomen who have disappeared within 
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the last few years. I feel confident that they will almost all 
of them go unless there is a change for the better.” 

Speaking of Suffolk, Mr. Everett of the Commission said, 
‘‘We had a great many yeomen farmers and in the intense com- 
petition for land in the good times, a great many men took that 
course of making themselves, as they thought, independent; 
they bought land and mortgaged it, and I should think three 
quarters of that class of men are now stripped of every penny 
they had.” 

During the “good times,” the farmers of Wiltshire saved 
money and many of them were able to purchase farms, but as 
in other places, they borrowed money and their investment 
proved disastrous. One witness cited four instances within 
his own knowledge of farmers who bought their farms about 
1875. Of these, two had come to grief and absconded, a third 
had lost his farm, which was in the hands of the mortgagee, 
while the fourth was still holding his land. 

In speaking of the condition of landowning farmers in Eng- 
land toward the close of the last century, the final report of 
the Royal Commission states that “As a rule their properties, 
whether inherited or purchased by the present proprietors, are 
charged with mortgages, and the mortgagee makes no remis- 
sion of the interest due to him. In consequence of the shrink- 
age in the value, of land, the interest on the mortgage has be- 
come in many cases a burden, which the owner has been un- 
able to bear, and frequently w^here the yeoman farmer has suc- 
ceeded in paying the interest due from him it has been a 
heavier rent than he would have paid to a landlord.” 

The high prices of farm products during the World War 
stimulated many English farmers to attempt to become land- 
owning farmers, but the movement made little impression upon 
the situation as a whole. Many of those who bought land 
at high prices are suffering from the payment of interest 
and high taxes now that prices of farm products are again 
relatively low and costs have remained relatively high. 

TAus it came to pass that landowning farmers are rare and 
the tenant farmer employing a considerable number of agrv- 
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cultural laborers is typical in England to-day. Under condi* 
tions as they exist in England landownership is not economi- 
cally profitable to the farmer. Whether tenant farmers are 
equally desirable citizens, and whether the nation which leaves 
the problem of landownership to the free play of forces which 
eliminate the small landowner and establish tenant farming on 
a larger scale with a large agricultural laboring class will 
prove to be as strong a nation as where the landowning farmer 
is established and protected is one of the great questions that 
should receive consideration by American statesmen to-day. 



CHAPTER XXV 


RELATIONS BETWEEN LANDLORDS AND TENANTS 
IN ENGLAND 

So long as a country has an abundant supply of productive 
land, and its agriculture is characterized by the extensive use 
of the natural fertility of the soil, the adjustment of the rela- 
tions between landlords and tenants is a comparatively simple 
matter. But when some of the elements of this original fer- 
tility have begun to show signs of exhaustion, or when the in- 
creasing demands of a growing population make it necessary 
that each acre of land shall yield a larger product, so that it 
becomes necessary to introduce a more intensive system of 
culture, involving investments which cannot be realized upon 
for several years, the tenant problem becomes a serious one. 

The same progress which makes intensive farming necessary 
tends also to augment the numbers of those wlio must hire 
the land which they cultivate. With the growth of population, 
competition for the use of land becomes more and more keen 
and drives the price of land higher and higher. This makes 
it ever more and more difficult for the succeeding generations 
of farmers to acquire the ownership of land. Other things re- 
maining equal, with the progress of society the tenant problem 
becomes more general as well as more difficult to solve. 

England is preeminetUly the land of tenant farmers. Less 
than 14 per cent of the farm land of that country is reported as 
operated by its owners, and in most cases such land is operated 
by hired farmers, or bailiffs as they are called. About 86 per 
cent of the farm land of England is operated by tenants who 
pay a fixed rent for its use. Share tenancy is not practiced in 
England. 

380 
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It was more than a century ago that the progress of English 
industrial society had reached the stage of development where 
intensive agriculture was socially desirable^ and also profitable 
to the farmers where their relations to the land were so ad- 
justed as to guarantee to them just returns upon their invest- 
ments. The earliest attempts at improving the agriculture of 
the country at once brought forward the tenant problem. In 
1649 Walter Blith wrote “If a tenant be at ever so great 
pains or cost for improving of his land, he doth thereby but 
occasion a great rack upon himself, or else invest his landlord 
with his cost and labor gratis, or at best lies at his landlord’s 
mercy for requital, which occasions a neglect of good hus- 
bandry to his own, the land, the landlord, and the kingdom’s 
suffering.” 

For more than a century the rural economists of England 
have been tfvine to solve this problem. Hence it is in Eng- 
land that the tenant problem can best be studied in the light 
of history. 

With th^ new agriculture, year to year tenancies gave way to 
the long lease. Prior to the introduction of the new agriculture, 
which movement became important during the latter half of the 
eighteenth century, the tenant farmers of England usually held 
their lands “at will,” without any written agreements. Under 
this tenure, the common law and the customs of the estates 
formed the only tie between owners and tenants, and either 
party could bring the tenancy to a close, by giving six months’ 
notice to the other.- Towards the close of the eighteenth 
century, it became a common custom, where land was held 
from year to year, to draw up legal agreements, by which the 
tenants bound themselves “to the fulfillment of certain clauses 
and conditions.”® But the most significant movement of this 
period was that in favor of leases for a term of years. The 
rural economists of that time were quite generally of the 

^Thorold RoRers, “Work and Wages,” pp. 458 - 459 * 

* Loudon, “Encyclopedia of Agriculture,” p. 764 ; also, W. Marshall, 
*Landcd Estates,” 1806, p. 378. 

• H. E. Strickland, “Agricultural Survey of the East Riding of York- 
shire.” 
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opinion that long leases were necessary wherever the farmers 
were expected to make investments in or upon the land, such 
as required several years to yield their full return. It was 
stated in 1799 that the improvements which had taken place 
in England prior to that time had been almost entirely due 
to the custom of granting twenty-one-year leases, and that 
where it was uncommon to grant leases for long periods of 
years, agriculture remained in a backward condition.^ 

During the early years of the nineteenth century the Eng- 
lish Board of Agriculture published a series of surveys which 
set forth the conditions of agriculture in every county of the 
kingdom. The material, supplemented by the other agricul- 
tural writings of the time, makes it possible to present, in con- 
siderable detail, the history of the attempts to solve the tenant 
problem in England by the introduction of long leases. 

From these surveys it appears that the greater part of the 
tenant farmers of England one hundred years ago held their 
farms ‘‘at will,” without written agreements, or ‘‘from year 
to year” under written agreements. In either case they might 
be thrown out of the possession of their farms on six months* 
notice at the pleasure of the landlord. But while this was 
the dominant form of land tenure throughout the greater part 
of England, the use of long-term leases had greatly increased 
during the lattpr part of the eighteenth century, and leases 
Varying in duration from three to twenty-one years were found 
in every county. Twenty-one-year leases were much used in 
the eastern counties, and leases running from seven to fourteen 
years were quite common in the western and southern counties. 
The county of Norfolk, the home of the new agrietdture, was 
preeminently the land of long leases. Arthur Young wrote of 
this county: “The great improvements which for seventy 
years past have rendered Norfolk famous for its husbandry, 
were effected by means of twenty-one-year leases, a circum- 
stance which very fortunately took place on the first attempt 
to break up the heaths and warrens in the northwestern part 

* Brown, ^'Agricultural Survey of West Riaing of Yorkshire," p. 30; 
also, Arthur Young, "Survey of Norfolk," p. 47. 
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of the county. ... In general it may be held for sound 
doctrine in Norfolk, that an estate can neither be improved, 
nor even held to its former state of improvement, without 
long leases.” ^ This view was held, also, by that most compe- 
tent agricultural writer of the time, William Marshall,* who 
wrote as follows on this same subject, in 1795: “Marling is 
the principal improvement of a Norfolk farm, but who would 
marl on a seven years’ lease? Where much marling is to be 
done, fourteen years is too short a term.” 

In some places, it is true, the old and simple system of 
holding land from year to year was thought to be entirely 
satisfactory. It was reported that great estates were let in 
full confidence without leases in the East Riding of York- 
shire, “where a lease was never asked for, probably never 
wished for,” because the tenants were “equally secure” when 
holding their farms from year to year.* In Staffordshire the 
conditions were much the same.^ In Derbyshire, the Duke 
of Devonshire granted no leases, “but owing to his fair treat- 
ment of tenants” improvements were carried on extensively; 
but the other landlords of the county were not able to inspire 
such confidence.® Arthur Young, who was the champion of 
long leases, laid down the general rule, that upon rich soils 
where no improvements are necessary, “the want of leases 
cannot be material; but where liming, marling, draining, fenc- 
ing, etc., are demanded, the want of a lease will often be the 
want of the improvements.”** 

But while “tenancy at will” or “from year to year” was 
quite satisfactory where no improvements were to be made, or 
where the landlords were able to win the confidence of their 
tenants, the surveyors reported quite generally that the se- 
curity of long leases was necessary to induce the farmers to 
carry on the needed improvements. In remarking upon the 

' “Survey,” p. 47. 

® “Rural Economy of Norfolk,” Vol. I, p. 68. 

® “Survey,” p. 7-« 

*Ibui., p. 31- 

• Ibid., p. 35. 

Ibid., “Lincolnshire,” pp. 57-60. 
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lack of security to the investments of tenants in England^ at 
that time, James Anderson says “an unprejudiced person, 
who should attentively consider the whole system of conduct 
pursued by landed proprietors, and the ideas that in general 
prevail in this respect, would believe that agriculture was an 
employment which it was deemed to be a good policy to re- 
press above all others.” ^ 

John Tuke, who for many reasons favored the letting of 
land from year to year, says in his report on the North Riding 
of Yorkshire: “Experience, nevertheless, teaches us, that un- 
der some landlords, especially those in straitened circum- 
stances, . . . or where considerable improvements are to be 
made at the expense of the tenants, it is more advisable to be 
under greater certainty, though attended with greater rent.” * 
The desirability of increasing the number of twenty-one-year 
leases in the West Riding of Yorkshire was stated very forcibly 
by Robert Brown, who believed that without long-term leases 
improvements could not be made.® In Derbyshire improve- 
ments were thought to be much retarded because the tenants 
lacked the security of long-term leases.* In Lincolnshire, 
where leases for a term of years were very rare, it was gener- 
ally believed that, while improvements had been carried for- 
ward fairly well, long-term leases would result in much greater 
improvements.? In Leicestershire, the yeomen farmers were 
improving their lands, but the tenant farmers were slow to 
make improvements owing to the lack of long-term leases. It 
was said that while in many cases the present landlords could 
be trusted by the farmers, the estates might change hands at 
any time and that a new lord usually meant a different order- 
ing of affairs. The phrase, “New lords, new laws,” was cur- 
rent in Leicestershire.^^ In 1784 William Marshall was of the 
opinion that, in the midland counties, it was of little impor- 

’ “Agriculture," Vol. Ill, p. 92. 

* “Survey," p. 55- 

*Ihul., p. 30. 

*Ibid., Vol. HI, p. 638. 

p. 57. 
p. 341. 
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tance whether land was held under a lease for a term of years, 
or from year to year, — such was the confidence of the ten- 
antry in the landlords. An instance is given of a young man 
who held a large farm from year to year, and who proceeded 
to improve the land in various ways. Five years later the 
following note was added to the earlier statement: “Unfortu- 
nately for the tenant, in this instance, his farm is now on sale, 
and the very expensive improvements which he has been mak- 
ing, are, probably, in a great measure sunk.” ^ 

It was thought that farmers would be more enterprising in 
Shropshire, if more leases were granted.® In Worcestershire, 
it was believed, both by the landlords and by the tenants, that, 
where improvements were to be made, a lease for a term of 
years was necessary. John Friest, the author of the “Bucking- 
hamshire Survey,” made a plea for long leases, especially 
where ing)Knyements were to be made. In Cambridgeshire, 
where most of the farms were held on yearly tenures, the lack 
of certainty of tenure was much felt. In general the tendency 
was for the tenant farmers who held their farms from year to 
year, to adhere to the old customs and to attempt no new im- 
provements; for the saying: 

He that havocs may sit, 

He that improves must flit, 

expressed a common belief among the tenant farmers of that 
day who held their land from year to year. The farmers and 
the rural economists of the time were quite generally agreed 
that the adoption of long-term leases throughout the land was 
essential to the introduction of the desired improvements in 
agriculture. 

The long-term lease of one hundred years ago reached its 
highest degree of perfection in the county of Norfolk. The 
two main objects to be secured by the covenants of the lease 
were: First, to guarantee to the tenant the continued possession 
of the farm for a period sufficiently long to encourage invest- 

* “Rural Economy of the Midland Counties/* Vol. II, p. 52. 

““Survey,” p. 137. 
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ments in improvements, especially such improvements as are 
made in and upon the soil by careful tilth and by the addition 
of artificial fertilizers; and second, to secure the landlord 
against improper use of the property during the last few years 
of the tenancy so that the farm would be returned to the land- 
lord in good condition. “No department of the management 
of an estate gives more uneasiness to both landlord and ten- 
ant,” says Marshall, “than do removals, or exchanges of ten- 
ants; and every covenant which facilities this unpleasant busi- 
ness is valuable.” ^ 

In the Norfolk leases the greater number of the covenants 
which restrict the farmer in his operations pertain to the 
last three years of the tenancy. This was true to a greater or 
less extent in the other counties where long-term leases were 
in use. This method of laying down restrictions seems to have 
been based on the belief that the interest of the tenant would 
lead him to farm in accordance with the rules of good hus- 
bandry until the last few years of the tenancy, at which time 
he could increase his own profits by exhausting the soil and 
leaving the farm in bad condition for the incoming tenant. 

We wish to call especial attention to a covenant given by 
Marshall as found in the Norfolk leases, which forbids the 
taking of more than two grain crops without a whole year’s 
fallow, a crop of turnips, or “a two years’ lay.” Writing nine 
years later than Marshall (1804), Arthur Young gives the 
following clause among “new covenants” in use in the county 
of Norfolk. The tenant “shall not sow any of the lands with 
two successive crops of corn, grain, pulse, rape or turnips for 
seed,” ^ without the consent of the landlord. The rule that 
two grain crops should not be grown in succession on the same 
piece of land became an established custom in most of the 
grain-growing districts of England. This rule was in harmony 
with the Norfolk four-course system of crop rotation. In this 
four-course system, a fallow crop, that is a cultivated crop^ 
usually a root crop, is followed by a crop of spring grain with 

‘ “Rural Economy of Norfolk,” second edition, Vol. I, p. 69. 

■“Agriculture of Norfolk,” p. 50. 
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which clover or grass seeds are sown. After harvesting the 
hay the next season, the field is plowed and put into condition 
for fall grain which is the fourth crop in the course. For more 
than a century this system has been the most highly ap- 
proved of all systems of crop rotation in use in England. This 
same system was introduced into Germany by Albrecht Thaer. 

A study of the leases in use in the various counties of Eng- 
land at the close of the eighteenth century does not give so 
favorable an impression as do the descriptions of the Norfolk 
system. The limitations and restrictions as to the crops which 
could be grown, and as to the system of crop rotation, were 
often of such a character as to make them injurious to the in- 
terests of the farmers. These regulations were likely to be of 
such a character as would make it impossible for the farmers 
to adjust their farming to the demands of the times. In the 
Vale of Gloijirester, for example, where nearly all of the land 
was as yet in the common fields, the tenants were required “to 
fallow the arable land, every third or fourth year; according 
to the established course of husbandry of the township.” And 
again, “not to sow hemp, flax, or rape seed on any part of the 
premises. Nor, otherwise, to cross-crop; but to sow the same 
corn and grain, from year to year, according to the best and 
most usual course of husbandry used in the respective town- 
ships.”^ 

In writing on the subject of the restricting clauses, generally 
found in the leases of his time, Robert Brown says: “The 
restrictions imposed during the time he occupies his farm, 
prevent the farmer from changing his management, or of adapt- 
ing his crops to the nature of the soil he possesses. Agriculture 
is a living science which is progressively improving, conse- 
quently what may be esteemed a good course of cropping at 
one time, may, from experience and observation, be afterwards 
found defective and erroneous. That particular covenants in 
a lease are obstacles to improvements cannot be disputed; for 
the very nature of a covenant supposes that the practice to be 
regulated by it had arrived at its ne plus ultra, and could not 

'W. Marshall, “Rural Economy of Gloucestershire,” Vol. I, p. 25. 
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be mended. These covenants or restrictions subsist more or 
less in every lease we heard of; and the shorter the lease the 
more numerous they are. . . . General rules of management 
are very proper in leases, such as, to keep the farm in good 
order, to consume all the straw raised upon it, and to sell no 
dung. These restrictions we will allow; and every good farmer 
will follow them whether he is bound to do so or not. Nay, 
we will go farther — if leases of a proper duration were granted, 
it is very reasonable that the property of the landlord should 
be protected by restricting clauses for the three years previous 
to their expiration. But after all, it will be found that no 
clause can be inserted, besides the general ones already men- 
tioned, that will serve to enhance the value of the land, except 
obliging the farmer to leave a proportional quantity of such 
land in grass at the expiration of the lease, and specifying the 
manner in which that land is to be sown down. Other clauses 
serve only to distress the farmer, but will never promote the 
interest of the landlord.”^ 

The agricultural writers of the time were by no means all in 
full agreement with Robert Brown in his views on the sub- 
ject of leases. Leases seem to have been in best repute in the 
eastern counties, where they were usually for a term of twenty- 
one years. Mr. Bailey is quoted as saying, in criticism of Mr. 
Brownes position as stated above, that “if the proprietors of 
land were sure of always getting tenants that would act prop- 
erly there would be no need of restricting covenants; but this 
is not always the case, and there are many instances of estates 
being much injured by exhausting crops where tenants were 
not properly restricted. That many covenants are useless or 
hurtful I readily admit; but covenants may be so framed, 
that a tenant shall have ample liberty to take such crops as 
he shall think proper, and to propose such modes as shall bene- 
fit himself without injuring his landlord.”^ 

It was quite generally agreed that long leases^ properly 
drawn, were extremely desirable from the standpoint of the 

*** Agricultural Survey, West Riding Yorkshire,” pp. 42>44. 

^Ibid,, p. 50. 
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fanner^ wherever improvements were to be made. But the 
landlords were not so generally of the opinion that long-term 
leases were a good thing. Many landlords claimed that it 
made the tenants too independent.^ ' But a more important 
objection was found in the fact that while a lease of sufficient 
length would enable the tenant to make improvements, it was 
hard to arrange matters so that the tenants would not exhaust 
the land at the end of the tenancy. It often happened that a 
tenant would bring the land into good tilth and to a high de- 
gree of fertility during the early years of his tenancy, and then 
take as nearly everything out of it as possible during the last 
few years of the lease. 

Another objection to the granting of leases for long terms 
became quite general between 1790 and 1815. The landlords 
objected that as a result of rising prices during the period 
covered leases, they sustained great losses. It was 

maintained by the landlords of Surrey, for example, that by 
letting land for a term of fourteen or twenty-one years or any 
longer periori, the owners of the land actually received, ‘‘al- 
most every year during the currency of the lease, and cer- 
tainly in the latter years of it, a less rent than he did at the 
commencement, from the depreciation in the value of money.’’ ^ 
And for this reason the landlords were objecting to the grant- 
ing of leases. Even in the county of Norfolk, where the 
twenty-one year lease had proved so beneficial, the landlords 
objected to long leases because it so often happened that soon 
after a farm was rented the prices of agricultural produce 
would rise so much higher than when the lease was tak^n, that 
the tenants were ‘"under-rented” for a series of years.^ The 
basis for complaint on this ground is shown by the fact that 
the average price of wheat was about twice as high for the 
five years from 1809 to 1813 as for the five years from T790 
to 1794." 

’“Staffordshire Survey." p. 30 1 “Leicestershire Survey,” pp. 51-52 S 
“Northamptonshire Survey,” p. 45. 

®W. Stevenson, "Agriculture of Surrey,” p. 98 

‘Marshall, "Rural Economy of Norfolk.” Vol. 1, p. 67. 

‘Protliero, “English Agriculture,” Appendix I. 
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A statement of the tenant problem and the solution proposed 
by an eminent rural economist of the time will be interesting in 
this connection. In his work on “Landed Estates,” published 
in 1806, William Marshall reviews the existing forms of land 
tenure,^ “the tenant holding at wiW^; “holding from year to 
year^ under a written agreement, with specified covenants”; 
“leases for a term of years, as seven, fourteen, twenty-one, or 
greater number of years”; and says: 

‘‘Objections are urged against each of these species of tenancy. The 
depreciation of the circulating value of money, and the consequent 
nominal rise, in the rental value of lands, has rendered long leases 
greatly disadvantageous to proprietors: while annual holdings are not 
only discouraging to tenants; — especially to men of exertion and capital 
— but are a bar to the improvement, and a clog on the prosperity of an 
estate: beside being, in the first instance, unfriendly to the interests of 
proprietors; inasmuch as they lower the fair rental values of their lands. 

“Some years ago, on perceiving the antipathy which had gone forth 
among men of fortune, against granting leases for long terms, and being 
well aware of the disadvantages of annual holdings, it occurred to me 
that agreements for occupying from three years to three years, instead 
of from year to year, would be an eligible species of tenancy: or, which 
is the same thing, granting leases for six years certain ; with a condition 
that if neither party give notice to quit, before the expiration of the 
first three years, then the term to be prolonged to nine years; and so 
on, from three years to three years . . . until three years after notice 
has been duly given, by either party to the other. 

“This gives room for a tenant ‘to turn his hand in,’ and a loose to 
his exertions. He has, in reality, a fresh lease of six years granted him, 
every third year. This is sufficient to encourage him to keep his lands, 
continually, in a husbandlike slate. And if he execute, at his own 
expense, any of the higher improvements, such as [improving waste 
land^, etc.] it is but reasonable that be should have, whenever he may 
quit his farm, an equitable remuneration for the remainder of such 
improvements. Thus, the tenant is placed on sure ground. He may till, 
manure, and improve, with much the same confidence, as if the lands 
in his occupation were his own property. 

“In return for such advantages, the tenant cannot refuse to covenant 
that, during the last three years of his term, he will manage his farm in 
a husbandlike manner, and, at the end of the term, will leave it in such 
a state of cultivation and repair, as will induce a good tenant to take it, 
at a full rent; or suffer the proprietor to put it in such a state, at his 
(the outgoing tenant’s) expense. 

^ Pp. 378 to 382. 
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“An estate which is under lease, on these principles, and under atten- 
tive management, cannot be let down to an unprofitable state. It must 
continually remain under a regular course of husbandry, and in a state 
of cultivation and repair. If the acting manager do his duty, even the 
changing of tenants cannot interrupt its prosperity. The incoming 
tenant (under attentive management) steps into his farm, with the 
advantages that he would have enjoyed, had it been under his own 
direction for the three preceding years. 

“But, with a lease on this principle, and with a proper choice of 
tenants, removals can rarely happen. What superintendent, who knows 
the difficulty of procuring a good tenant, would wish to discharge him? 
And no such tenant will readily leave the farm he is settled upon, if he 
find projier treatment. Even should notice be given, in consequence of 
any misunderstanding between the parties, three years allow time for 
reflection; and, before they expire, resentment may die away, and 
cordiality be restored. If, however, either party remain dissatisfied, he 
has an easy way of dissolving the connection. Or if a proprietor or a 
superintendent is desirous to make fresh arrangements on an estate; or 
to regulate its rent roll, by the existing value of money; he need not 
wait many ycaio to lulnll his desire. For if the tenant in occupancy 
will not agree to pay a fair rent, he has three years before him to 
choose one who will; another valuable advantage of the tenancy pro- 
posed. 

“Thus, a lease on this principle has a decided preference by a pro- 
prietor, to long leases. And iis advantage over annual holdings is not 
less considerable. The lands of an estate are well worth from 5 to 10 
per cent more, to , tenant, under the former, than under the latter, 
tenancy. So that, besides the conveniences mentioned, a proprietor may 
be immediately adding very considerably to his income, by this principle 
of management. 

“This species of tenancy I have had the happiness of being the 
means of introducing, upon some considerable estates, in Englai*il, in 
Wales, and in Scotland; with. 1 believe, the mutual satisfaction of the 
men of fortune who possess them, and of their tenants.” 

While this system proposed by Marshall might solve the 
problem of adjusting the amount of rent to changes in real 
rental values, and while it might encourage the tenant to 
make such improvements as he could realize upon in three 
years, it lays down no scheme for determining the value of un- 
exhausted improvements, and, indeed, does not even propose 
that a tenant shall have remuneration for the investments 
made upon the land during the last three years, and on which, 
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if he farms in a husbandmanlike manner, he cannot realize all 
of the benefit. Thus it seems that Marshall failed to solve the 
most permanent difficulty which the tenant problem presented; 
for the unsettled condition of the money market became less 
important in the course of time, while the problem of unex- 
hausted improvements has been of increasing importance as the 
years have gone by. 

Various methods were devised, in different parts of England, 
for keeping the tenants from leaving the land in an exhausted 
condition at the termination of their leases. It was the custom 
on one estate in Shropshire to lease the land for twenty-one 
years “certain,” and for seven years more at the option of the 
landlord. At the end of the twenty-one year period, a new 
contract of the same kind might be entered into, if terms could 
be agreed upon, or the tenancy might be brought to a close, 
but the important condition was that if the tenant had reduced 
the land to a very low degree of fertility he could be forced to 
keep the farm for seven years longer at the old rent. Even 
if this system had succeeded in protecting the landlord, it 
failed even to recognize the right of the tenant to unexhausted 
improvements. 

The system which subsequent history has shc^vn to be the 
most effective means of keeping the farmers from exhausting 
the land during the last few years of the tenancy, is that re- 
ported in the “Yorkshire Survey.” The system was that of 
granting remuneration to the retiring tenant for all his invest- 
ments on which time had not yet allowed him to realize their 
full returns; the tenant was then left free to farm as he pleased 
so long as he conformed to the rules of good husbandry. One 
of the examples of this system is as follows: 

“The landlord covenants to allow the tenant, on quitting his farm, 
what two indifferent persons shall deem reasonable, for what is generally 
called full tillage and half tillage, being for the rent and assessment of 
his fallow ground, the plowing and the management of the same; the 
lime, manure, or other tillage laid thereon, the seed sown thereupon; the 
sowing and harrowing thereof ; also for the sowing, harrowing, i^nuring, 
and managing any turnip fallow which he may Ica/e unsown; also for 
any clover seed sown on the premises; and harrowing and roiling in of 
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such seed; and for every other matter and thing done and performed 
in a husbandrylike manner on such fallow lands, in the two last years 
of the term; also for the last year’s manure left upon the premises; and 
for any manure and tillage laid upon the grass land.” ^ 

During the period of rising prices prior to 1812, the farmers 
were anxious to rent land on long leases. It is said that at that 
time, ‘‘good tenants always wanted leases,” that “they were 
galloping after one another to take leases at any rent.” ® After 
the close of the Napoleonic wars, prices fell back almost to 
their old level. The average price of wheat was just about 
half as high for the five years from 1821 to 1825, as for the 
five years from 1809 to 1813. With this fall in prices the 
farmers became even more averse to the taking of long leases 
than the landlords had previously been. One after another 
the witnesses before the Parliamentary Committee on Agricul- 
ture, in 1 8 3^, bore testimony to the fact that the farmers were 
objecting seriously to taking long leases, because they did not 
know how soon they might be unable to pay the rent, as their 
capacity to pay the rent depended upon such uncertain prices. 
The farmers were in doubt as to how much protection they 
were to have from the competition of foreign producers. But 
without regard to this, they knew that the prices of agricul- 
tural products had been falling for several years in succes- 
sion, and they were unable to tell when the limit would be 
reached. 

With depressed prices the landlords found new reasons for 
objecting to long leases. This was the time, one might think, 
for the landlords to regain what they had lost during the period 
of rising prices, but they found it rarely happened that the 
tenants were able to stand the losses incurred by falling prices. 
The farmer could not be forced to live up to his contract, if he 
was losing money. It was said that leases were binding upon 
the landlords but not upon the tenants. The fall in prices 
seemed to demoralize the farmers, so that the landlord was 
never certain that his tenant would not disregard the contract 

* “West Kicling Yorkshire/’ p. 40. 

* Parliamentary Papers, 1833, Vol. V, questions 7420 and S462. 
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In case of a fall in prices, whereas the tenant would certainly 
remain to reap the benefits in case of a rise in the prices of 
his products. 

The remedy which was often prescribed for the evils of 
fluctuating prices was the introduction of “corn rents.” ^ By 
this it is not meant that the farmer was to give a certain 
share of his crop to the landlord as rent, but that he should 
pay as rent the value of a certain fixed amount of grain. The* 
rent was figured on the basis of what was called in Scotland 
the “fiars prices of the county.” In Scotland the sheriff of 
each county was bound to summon a jury once each year to 
examine on oath a number of witnesses, such as farmers, grain 
dealers, brewers, etc., and according to the evidence thus ob- 
tained, to fix the “fiars prices” of the different grades of grain. 
This system was quite generally resorted to in Scotland during 
the period of falling prices. Corn rents were advocated by the 
English rural economists of the time, and were introduced 
with success in a few instances in the western counties; but 
this system failed to gain general favor among the farmers 
and landlords of England.^ 

The use of long leases declined rapidly in England during 
the period following the close of the continental wars. In 
those counties where they had been most numerous and most 
beneficial, the farmers came to prefer short leases or even ten- 
ancy from year to year. The long lease as a means of solving 
the tenant problem had been “weighed in the balance and 
found wanting.” Yet it must be admitted that long leases had 
done a great deal of good in promoting improvements in Eng- 
lish agriculture and now that the prices of agricultural products 
were depressed the farmers did not find it profitable to farm 
their lands so intensively as formerly even if they had long- 
term leases. Thus, the tenant problem was of less importance 
in the minds of the farmers for a series of years, until the re- 
turn of prosperity again raised the question of investments in 

^Parliamentary Papers, 1833, Vol. V, questions 2594-2596 ; 2601-2609. 

Vol. V, questions 328 to 331; 3471 10438; 10448; 10454; 
10591-10595. 
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improvements and the means of securing just returns upon 
such investments. 

The period from 1836 to 1875 was one of general prosperity 
for English farmers, and by 1850 the tenant problem was re- 
ceiving the attention of Parliament. The use of long leases 
had gradually declined during the hrst half of the nineteenth 
century, and while there were agricultural economists who still 
advocated this means of securing to the farmers legitimate 
returns upon their investments, there was a very prevalent 
dislike to long leases on the part of both parties concerned. 
Yet it was generally recognized that security to the tenant’s 
investments was essential to the promotion of that degree of 
intensity of culture which was most profitable in the long run 
both to the tenant and to the landlord.^ 

Especial attention was now given to the perfecting of the 
**ycar to agreement. The custom of “tenant-right,” 

which had proved satisfactory in Lincolnshire, formed the 
basis for the hope that tenants holding their farms from year 
to year might be given that degree of security which would 
promote good agriculture. 

The introduction of agricultural improvements came rather 
later in Lincolnshire than in many other parts of England, but 
when the transition did come it was “rapid and striking, per- 
haps more so than in any other county in England.”- These 
improvements were made, too, without the protection of long- 
time leases. They were made under the protection of the 
Lincolnshire system of tenant-right. “It was very fortunate,” 
says Caird, “that when the time [for the introduction of agri- 
cultural improvements] arrived, the leading landlords [of Lin- 
colnshire] were liberal and intelligent men. . . . They saw 
the advantage of encouraging tenants to embark their capital 

^To avoid the necessity of making specific references in great numbers 
it will simply be stated that the discussion of this period is based upon a 
Parliamentary Report on Agricultural Customs, Parliamentary Papers^ 
1 847-1 848, Vol. VII; and Caird’s ‘‘English Agriculture in 1850 and 
1851.” In these sources the material here used is indexed under “tenant- 
right.” 

* Caird, “English Agriculture,” p. 194. 
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freely; and as leases were not the fashion of the county, they 
gave them that security for their invested capital, which is 
termed ‘tenant-right,’ or compensation for unexhausted im- 
provements. Though this tenant-right may not be a strictly 
legal claim, it is universally admitted in Lincolnshire, the 
landlord paying it when a farm falls into his own hands, and 
refusing to accept a tenant who declines to comply with the 
custom. It varies, however, considerably in the different parts 
of the county, and appears to have enlarged in its obligations 
with the greater development of agricultural improvements. 
In North Lincolnshire, the usual allowances claimed by the 
outgoing from the incoming tenant, include draining, marling, 
chalking, claying, lime, bone, guano, rape dust, and oil-cake. 
The following is the scale on which these allowances are 
usually made: 

***When the landlord has found tileS) and the tenant has done the 
labor, if done within twelve months before the end of the tenancy and 
no crop has been taken from land after the draininjj thereof is com- 
pleted, the whole cost is allowed. If one crop has been taken from 
such land, three fourths of the cost arc allowed, and so on, diminishing 
the allowance by one fourth for each crop taken; but this allowance is 
made only when the .wrork is well and properly done by the tenant, to 
the satisfaction of the landlord or his agent, expressed in writing. For 
marling or chalking, if done wdthin twelve months before the end of 
the tenancy, the whole cost is allowed; for that done in the previous 
year, seven eights of the cost are allow-ed; and so on, diminishing the 
allowance by one eighth for each year that shall have elapsed since the 
marling or chalking. — For lime used within tw^elvc months before the 
end of the tenancy, if no crop has been taken from the land limed in 
that year, the whole cost, including labor, is allowed; if one crop has 
been taken from such land, four fifths of the cost arc allow'cd; and so 
on, diminishing the allowance by one fifth for each crop taken from 
such land. — For claying on light land, a similar alh'wance to that for 
lime. — For bones used within tw'clve months before the end of the 
tenancy two thirds of the cost arc allowed, and for those used in the 
previous year one third of the cost. — For guano and rape dust used 
within twelve months before the end of the tenancy for turnips or 
other green crop, two thirds of the cost are allowed. — ^For oil-cake given 
to cattle and sheep one third of the cost price of that so used within 
twelve months before the end of the tenancy, and one sixth of the cost 
price of that so used in the previous year is allowed.’ 
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“The amount of these allowances is settled by arbitration 
... On the whole, ... the system is believed to have worked 
well.”^ 

The custom of tenant-right was fully recognized in the 
counties of Sussex, Surrey, and Lincoln, in the Weald of Kent, 
in the northern part of Nottinghamshire, and in the West Rid- 
ing of Yorkshire. In some of these regions the system was not 
giving very good results. In Surrey, the custom of tenant- 
right was said to be “promoting an extensive system of fraud 
and falsehood among the farmers.” The custom seems to 
have been quite loosely formulated in that county, and it 
was possible for the farmers to “work up a quitting,” as it was 
called,” and thus defraud the landlord or the succeeding ten- 
ant. Not being properly regulated the “compensation** often 
embraced “large payments for imaginary improvements and 
alleged operations, which, even if they had ever been per- 
formed would be more injurious than beneficial.” ® 

But while the custom of tenant-right was very imperfect 
in its operations in some parts of England, the principle on 
which it was based was sound, and in time it was to be em- 
bodied in the laws of the land. The custom of tenant-right 
struck at the very heart of the tenant problem. It guaranteed 
to the tenant just returns for his investments, without involv- 
ing the many disadvantages of the long-period lease. The 
experience of the landlords and tenants of Lincolnshire had 
already proved that where the system was properly regulated 
the custom of tenant-right was satisfactory in practice as well 
as sound in principle. 

In 1850 a bill was introduced in Parliament which aimed 
at the embodiment of this custom of tenant-right into a law. 
It was entitled “A liill for the Improvement of the Relation 
between Landlord and Tenant in England and Wales.” Its 
purpose, as stated in the preamble, was to insure to farmers 
compensation for properly constructed, permanent improve- 

* Caird's “English Agriculture in 1850 and 1851/* pp. ^94-195. 

“//«(/., p. 119. 

® Ibid ., p. 1 1 9. 
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ments. The idea of enacting a law of this kind was not new 
in 1850. Two hundred years before, Walter Blith advised 
that a law be enacted “whereby every landlord should be 
obliged ... to give him [the tenant] reasonable allowance 
for his clear improvements.” The bill of 1850 did not pass, 
but neither did it die. Again and again similar bills were 
brought before Parliament, and in 1875 an act was passed, 
which laid down the conditions for compensating the outgoing 
tenant, but unfortunately no provision was then made to keep 
the landlords from requiring the tenants to contract them- 
selves out of the right to claim compensation under the law, 
and while the law was beneficial in that it systematized and 
brought greater uniformity into the practice of granting com- 
pensation where tenant-right was recognized, it was not gen- 
erally adopted. Even the author of the bill asked his tenants 
to contract themselves out of the benefits of the law which 
he himself had framed. 

In 1883 a new biU, the Agricultural Holdings Act, was 
passed. This Act contained a clause making it illegal for a 
landlord to contract himself out of the conditions of the law. 
The law of 1883, with the slight modifications of the Acts of 
1900, 1906, 1908, 1913, and 1914, is still in force, and it will 
be worth while to examine it with considerable care. The 
law enables the tenant farmers to obtain from the landlords 
as cpmpensation for improvements at the termination of their 
tenancies, “such sum as fairly represents the value of the im- 
provement to an incoming tenant.” 

The improvements for which compensation could be claimed 
under this law were divided into three classes. The first class 
includes all those improvements to which the consent of the 
landlord is required if the payment of compensation is to be 
enforced by law. This class includes the following list of im- 
provements: 

(x) Erection, alteration, or enlargement of buildings. 

(2) Formation of silos. 

(3) Laying down of permanent pasture. 

(4) Making and planting of osier beds. 
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(5) Making of water meadows or works of irrigation. 

(6) Making of gardens. 

(7) Making or improving of roads or bridges. 

(8) Making or improving of watercourses, ponds, wells, or reser- 
voirs, or of works for the application of water power or for supply of 
water for agricultural or domestic purposes. 

(9) Making or removal of permanent fences. 

(10) Planting of hops. 

(11) Planting of orchards, or fruit bushes. 

(12) Protecting young fruit trees. 

(13) Reclaiming of waste land. 

(14) Warping or weiring of land. 

(15) Building embankments and sluices against floods. 

(16) Erection of wirework in hop gardens. 

TNote. — ^Thc above are subject to the provisions given under the 
third class of improvements with respect to market gardens.] 

The drainage of land is put into a class by itself. It is re- 
quired tha-t tenant shall give notice to the landlord of his 
intention to construct a drainage system if he is to expect 
compensation under the law for his improvement. This notice 
must be given not more than three months nor less than two 
months before the beginning of the execution of the work, and 
during this time the landlord may, if the tenant has not in 
the meantime withdrawn the notice, ‘^undertake to execute the 
improvement himself, and may execute the same in any reason- 
able and proper manner which he thinks fit, and charge the 
tenant with a sum not exceeding five pounds per centum per- 
annum on the outlay incurred in executing the improvement, 
or not exceeding such annual sum payable for a period of 
twenty-five years as will repay such outlay in the said period 
with interest at the rate of three per centum per annum, such 
annual sum to be recoverable as rent. In default of any such 
. . . undertaking, and also in the event of the landlord failing 
to comply with his undertaking within a reasonable time, the 
tenant may execute the improvement himself, and shall in re- 
spect thereof be entitled to compensation” under the Agricul- 
tural Holdings Act. 

The third class includes a large number of improvements for 
which compensation can be claimed under the law, without 
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having gained the consent of the landlord or having given 
notice to him previous to the execution of such improvements. 
The list of improvements put into this class is as follows: 

(i8) Chalking land. 

(iq) Clay burning. 

(20) Claying of land, or spreading blaes upon land. 

(21) Liming of land. 

(22) Marling of land. 

(23) Application to land of purchased artihcial or other purchased 
manure. 

(24) Consumption on the holding by cattle, sheep, or pigs, or by 
horses other than those regularly employed on the holding, of corn, 
cake, or other feeding stuff not produced upon the holding. 

(25) Consumption on the holding by cattle, sheep, or pigs, or by 
horses other than those regularly employed on the holding, of corn 
proved by satisfactory evidence to have been produced and consumed 
on the holding. 

(26) Laying down temporary pasture with clover, grass, lucerne, 
sainfoin, or other seeds sown more than two years prior to the de- 
termination of the tenancy. 

(27) Repairs to buildings, being buildings necessary for the proper 
cultivation or working of the holding, other than repair which the 
tenant is himself under an obligation to execute. This, however, re- 
quires notice to landlord. 

«. 

In ascertaining the amount of compensation payable to a 
tenant, account is taken of any benefit which the landlord has 
given or allowed to the tenant for making the improvement. 
Also in case the tenant is under contract to return a certain 
amount of manure to the soil each year, and in case such 
amount shall not exceed the amount that is produced from the 
feeds which are produced upon the holding, this amount is 
excluded from the amount for which compensation can be 
claimed. 

In case the landlord and the tenant fail to agree as to the 
amount of compensation which the tenant should have for the 
various improvements which have been named above, the 
difference is settled by means of arbitration. 

In case of any breach of contract on the part of either land- 
lord or tenant, damages may be claimed by the party injured. 
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Also in case the tenant causes or allows any waste, injures the 
soil, or destroys the improvements, the landlord can make a 
claim for payment for such injuries. These claims are arbi- 
trated the same as those for improvements. 

In case of permanent improvements such are not mentioned 
in either of the above classes, the tenant may remove the im- 
provement unless the landlord may choose to buy the same, 
with the proviso that he repair any damages which may have 
been incurred by the removal of the building, that is, he must 
leave the premises in as good condition as if the improvement 
had not been made. 

It is the usual thing for the incoming tenant to pay the sum 
which is due the outgoing tenant as remuneration for improve- 
ments; and in case the new tenant remains but a short time 
on the farm, so that at the expiration of his tenancy he has 
not had time to realize in full upon such investments, he re- 
ceives remuneration for such improvements just the same as 
if he had executed them himself. 

The^ are the essential points of the Agricultural Holdings 
Act of 1883 as modified by the later Acts. In 1908 two im- 
portant additions were made to the law, the one relating to 
damages to crops from game, and compensation for unreason- 
able disturbance. The first specifies that damage to crops 
from game which the tenant has no right to take shall be com- 
pensated for by the landlord if the damage amounts to more 
than one shilling per acre of the area over which the damage 
extends. In order to receive compensation the tenant must 
give notice in writing to the landlord as soon as may be after 
the damage was first observed by the tenant and a reasonable 
opportunity given the landlord to inspect the damage. 

The second provides for compensation for unreasonable dis- 
turbance of the tenant who is removed by the landlord without 
good and sufficient cause or who finds it necessary to move 
because of demands for increased rents, demanded by reason 
of an increase in the value of the holding due to improvements 
which have been executed by or at the cost of the tenant, and 
for which he has not, either directly or indirectly, received 
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an equivalent from the landlord. The tenant may claim com- 
pensation for the loss or expense directly attributable to his 
quitting the holding which he may unavoidably incur upon or 
in connection with the sale or removal of his household goods, 
or his implements of husbandry, produce, or farm stock on or 
used in connection with the holding. 

The law, as it now stands, seems to supply the regulations 
necessary to an amicable adjustment of the relations between 
landlord and tenant in England. 

Tenancy from year to year is the rule in England to-day, 
and no question is raised as to the security of the landlord or 
of the tenant. Either party may bring the tenancy to a close 
at the expiration of any year, by giving proper notice. Under 
the act, twelve months’ notice is required, but by special 
agreement between landlord and tenant the time may be 
changed to six months.^ 

Written contracts are generally used, but the leading agri- 
culturists of the country agree that such contracts should con- 
tain few restrictions upon the methods of farming, except that 
the farm shall be operated in accordance with the rules of 
good husbandry. Many of the written agreements now in use 
would, if strictly enforced, bind the tenants ha^d and foot; 
but as a matter of fact many of these covenants are recognized 
to be obsolete and others are “winked at” by the landlords. 
A §tudy of the written agreements nominally in force at the 
present time would, by themselves, give a very erroneous idea 
of the actual relations between landlords and tenants. 

The farmers and the landlords of England have quite gen- 
erally come to recognize that liberty and honesty are essential 
to success in agriculture. The writer gradually gained the 
impression by coming in personal contact with farmers and 
landlords, or more often the agents of the latter, that ac- 
companying the gradual perfecting of the Agricultural Hold- 
ings Act, there has been the growth of a sense of justice in 

*The Agricultural Holdings Act as now in force may be found in 
convenient form in the Journal of the Royal ^ (jricultural Society of 
England, third series, Vol. XI, Fart III, 1900. 
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the minds of both the landlords and the tenants. This sense 
of justice is all the more effective because it is accompanied 
by the belief that in farm management, whatever is beneficial 
to the farmer is likewise advantageous to the landlord. 

The English method of regulating the relations between 
landlord and tenant is successful throughout Great Britain. 
The history of land tenure in Scotland would prove very inter- 
esting and helpful. Leases of long duration, most commonly 
for nineteen or for twenty-one years, have been in general use 
in Scotland for more than a century. The system of “corn 
rents,” already referred to, proved an effective means of ad- 
justing rents to prices at the time when this problem was 
proving disastrous to the long-term lease in England. At the 
present time the Agricultural Holdings Act of Scotland is 
practically the same as that in force in England. While it 
continues to be the custom among Scottish landlords and ten- 
ants toTiave long-term leases drawn, it has become the com- 
mon thing to include a clause which makes it possible for 
either the landlord or the tenant to bring the tenancy to a 
close at certain periods, as for example, at the end of the fifth, 
tenth, or fifteenth year, or at the end of the second, fourth, 
sixth, etc., year, by giving proper notice to the other party. 
In effect, therefore, the long-term lease is passing away, for 
the same object as now attained through the Agricultural Hold- 
ings Act. 

In another connection the writer had occasion to publish 
the statement that “the relation between landlord and tenant is 
very satisfactorily arranged, the farmers are, as a rule, con- 
tented with the present system, and the fields of England 
prove that landownership on the part of farmers is not es- 
sential to good agriculture.” This statement has occasioned 
surprise on the part of some American readers, but an eminent 
agriculturist of Great Britain, Mr. John Speir, says this 
statement “expresses briefly and concisely the position here.” 
The writer had no thought of minimizing the importance of 
landownership on the part of farmers, but rather to emphasize 
that, in spite of the fact that tenancy is the rule, in that coun- 
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try, the agriculture of England is, in many ways, worthy of our 
emulation, and that this advanced position of English agri- 
culture is due, in a great measure, to an excellent system of 
adjusting the relations between landlord and tenant. 

That Americans may profit by the experience of their Brit- 
ish cousins should be evident from the foregoing pages. That 
they will be willing to draw upon the experience of the English 
will scarcely be questioned. The Americans have become in- 
dependent in thought and action, and have become leaders in 
nearly every line to which they have turned their attention, 
yet they have always been willing to accept all that is of value 
in the achievements of other countries, and we believe that as 
America has profited by the experience of the English in the 
development of factory legislation, so will she profit by a 
study of the English agrarian legislation.^ 

Covenants Found in Norfolk Farm Leases, by W. Marshall 

[The following description of the Norfolk leases is taken from the 
second edition of William Marshall's “Rural Economy of Nor- 
folk” (1795) I PP. 70-80.] 

The following heads of a lease will place the general management of 
a Norfolk estate in a clear and comprehensive point of view. They are 
not, either in form or substance, copied, precisely, fromjhc lease in use 
upon any particular estate; but exhibit, I believe, a pretty faithful 
outline of the modem Norfolk lease. 

Landlord agrees, 1. To let certain specified premises, for a term and 
at a rent, previously agreed upon. 

2. Also to put the buildings, gates, and fences in tenantable repair. 

3. Also to furnish rough materials, and pay half the workmen’s 
wages in keeping them in repair, during the term of the demise; willful 
or negligent damage excepted. 

4. Also to furnish the premises with such ladders as may be wanted 
in doing repairs, or in preserving the buildings, in case of high winds, 
fire in chimneys, etc. (an excellent clause) . 

5. Also to furnish rough materials for keeping the gates, gateposts, 
stiles, etc., etc., in repair; or to furnish the materials ready cut out; 
tenant paying the usual price of labor for cutting out. 

6. Also to pay half the expense of such shores and ditches as he, or 
his agent, shall direct to be made or renewed. 

Landlord reserves, i. All minerals, fossils, marls, clays; with liberty 

*The Agricultural Holdings Acts, 1908-1914, by T. C. Jackson. 
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to work mines, quarries, and pits, and to bum lime and bricks upon the 
premises; likewise to carry away such minerals, etc., etc.; excepting 
such marl, or clay, as may be wanted for the improvement of the 
farm. 

2. Also, all timber trees, and other trees and woods, underwood and 
hedgewood; with liberty to fell, convert, char, and carry off such 
timber or other woods; excepting such thorns and bushes as shall be 
set out by landlord, for making and repairing fences; provided the 
thorns, etc., so set out be cut in the winter months; excepting, however, 
out of this proviso, such few as may be wanted in the course of the 
summer months, for stopping accidental gaps. 

3. Also, full liberty of planting timber trees in hedges, or on hedge- 
banks; with a power to take to him.self, after twelve months* notice 
given, some certain number of acres of land for the purpose of raising 
timber trees, other trees, or underwood; allowing the tenant such yearly 
rent, etc., for the land so taken, as two arbitrators shall fix. 

4. Also, a power of altering roads, and of inclosing commons, or 
waste lands, without the control of the tenant; to which intent, all 
common-right i^ usually reserved, in form, though seldom in effect, to 
the landlord. ■ 

5. Also, the customary liberty to view the buildings, do repairs, and, 
consequently, to bring and lay materials. 

6. Lastly, the right of sporting and destroying vermin. 

Tenant agrees, i. To pay the stipulated rent half-yearly; and within 
thirty days after it be due; under forfeiture of the lease; and further, 
to pay the last half-year’s rent two months, or a longer time, before the 
expiration of the term 

2. Also, to do all carriage for repairs (within a specified distance) ; 
and to find all ironwork and nails; and to furnish wheat-straw for 
thatching; and to pay half the w'orkmen's wages, and find them with 
small beer. 

3. Also, to do all ditching, etc., set out by landlord (provided the 
quantity set out do not exceed one tenth of the whole) ; and to pay 
half the workmen’s wages, and find them in small beer; and to defend 
with hurdles, or otherwise, all such young hedges as shall be exposed, 
in spring and summer, to the browsings of pasturing stock. 

4. Also, to make, or pay for making, such gate?, etc., as shall be 
wanted upon the farm during the term of the demise; and to hew, or to 
pay for hewdng, all necessary gateposts; and to put down and hang, in 
a workmanlike manner, such gates and gateposts at his own sole 
expense; as well as keep all the old gates on the premises in tenantable 
repair. 

5. Also, not to assign over, nor in any other way, part with pos- 
session of his farm; but to make it his constant residence during the 
term of the lease. Nor to take any other farm; nor to purchase any 
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lands adjoining, or intermixed with it; without the license and consent 
of landlord; under forfeiture of the lease. 

6. Also, not to break up any meadow, pasture, or furze ground, under 
the penalty of ten pounds an acre a year. Nor to cut *'flags,'’ that is, 
turves, under fifty shillings a hundred. 

7. Also, not to lop or top any timber tree, under the penalty of 
twenty pounds; nor other tree, under ten pounds; nor cut underwood 
or hedgewood (except as before excepted) under ten pounds a load. 
But, on the contrary, to preserve them from damage as much as may 
be; and, if damaged by others, to give every information in his power 
under the penalty of twenty pounds. 

8. Also, not to take more than two crops of com without a whole 

year’s fallow, — a crop of turnips, twice hoed,— or a two years’ lay, — 
intervening, under the penalty of 

9. Also, to consume on the premises all hay, straw, and other stover; 
and not to carry off, or suffer to be carried off, any part, under pre- 
tense of being tithe compounded for, or under any other pretense what- 
ever, under the penalty of ten pounds, for every load carried off . . . 

10. Nor to carry off, nor to suffer to be carried off, any dung, muck, 
etc., under five pounds a load. 

11. Nor to impair the foundations of the buildings round the dung- 
yard, by scooping out the bottom of the yard too near the buildings; 
but to keep up a pathway three feet wide be..ween the dungpit and 
the foundations (an excellent clause). 

12. Also, not to stock any part of the premises with rabbits; but to 
endeavor, as much as may be, to destroy them. 

13. Also, during the last two years of the lease, not* to take in any 
agistment stock. 

14. Also, in the last year, not to suffer swine to go loose without 
being yoked and rung. 

15. Also, in the last year, to permit landlord, or incoming tenant to 
sow grass seeds over the summer corn; and to harrow them in, gratis; 
and not to feed off the young grasses after harvest. 

16. Also, in the last year, not to sow less than acres of fallow, 

of, at least, three plowdngs and suitable harrowings, with two pints 

acre of good, marketable, white-loaf turnip seed; and, in due time, 
to give the plants two hoeings (or, if the crop miss, to give the fallow 
two extra plowings) in a husbandlike manner; and, at the expiration 
of the term, to leave such turnips growing on the premises; free from 
willful or neglectful injury; under the penalty of pounds an acre. 

17. Also, to permit the landlord or incoming tenant to begin, on or 
after the first day of July, in the last year, to break up the two years’ 
lay (hereafter agreed to be left) for wheat fallow, or any other purpose ; 
and to harrow, stir, and work the said fallows; and to carry and spread 
dung or other manure thereon, without molestation. 
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18. Also, in the last year, to permit landlord, or incoming tenant, to 
lay up hay, or other fodder, on the premises, and to protect it thereon. 

19. Also, to lay up and leave upon the premises, at the expiration oj 
the lease, all the hay of the last year (or of any preceding year, if 

unconsumed at the expiration of the term) except loads, which 

tenant is allowed to carry off. 

20. Also, to lay up, in the usual bams and rickyards, the last year’s 
crops of com; together with the tithe, if compounded for; and to thresh 
them out in projjer season; and .in such manner that the straw, chaff, 
and colder shall be injured as little as may be. 

21. Also, at the expiration of the term, to leave, no less than 

acres of olland fmeadow-land, literally old-land], of two years laying 
(including that which may have been broken up by landlord or in- 
coming tenant) and which shall have been laid down in a husbandlike 
manner, after turnips or a summer fallow, with not less than twelve 
pounds of clover, and half a peck of ray grass, seeds an acre — under the 

penalty of pound an acre. Also not less than acres of Olland, 

of one year’s laying, to be laid down as above specified, under the 
penalty of pound an acre. 

22. Also, Of t^piraiion of the term, to leave all the yard manure, 
produced in the last year of the lease, piled up in a husbandlike manner, 
on the premises; eAepting such part of it as may have been used for 
the turnip crop; and excepting such other part as may have been used 
by landlord, or incoming tenant, for wheat. 

23. Also, at the expiration of the term, to leave the buildings, ladders, 
gate.s, fences, watercourses, etc., etc., in good and tcnantablc repair; 
landlord in this, as in every other case, performing his part as above 
agreed to. Also, upon such parts of an estate as lie near the residence 
of the owner, it is customary for the tenant to agree to furnish an- 
nually, a certain number of loads of straw, according to the size of his 
farm; also to do the carriage of a certain number of loads of coal; also 
to keep dogs, warn off sportsmen, and suffer them to be prosecuted in 
his name: remnants, these, of the ancient base tenures of soccage and 
villanage. 

Tenant to he allowed, 1. The full value of all the hay left upon the 
premLses, of the last year’s growth, or of the growth of any preceding 
year; provided the quantity of old hay do not exceed loads. 

2. Also, the full value of the turnips left on the premises; or the 
accustomed price for the plowings, harrowings, and manuring; at his 
own option. 

3. Also, the feedage of the lays broken up, by the landlord, or the 
incoming tenant, from the time of their being broken up until the 
expiration of the term the ensuing Michaelmas; also, for all damage 
arising in carrying on manure or otherwise. 
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4. Also, the feedage of the young clovers, from harvest to Michaelmas. 

5. Also, the use of the barns and rickyards for summer corn until 
Mayday; and for winter com until the first of July next ensuing. 

6. Also (by way of a consideration for the stover), the customary 

price for thrashing and dressing the corn; the landlord, or incoming 
tenant, also carrying the same to market, gratis: provided the dis- 
tance required to be carried docs not exceed miles, and the 

quantity required to be carried, at one journey, be not less than 

coombs. [A coomb is equivalent to four bushels.] 

All the above allowances to be referred to two arbitrators; one to 
be chosen by each party, in Michaelmas week ; and the amount awarded 
to be immediately paid down by the landlord, or the incoming tenant. 



CHAPTER XXVI 


MARKETING FARM PRODUCTS 

The problem. Thus far we have studied the economic prin- 
ciples which underlie the activities of fanners in bringing agri- 
cultural products into existence. This is usually called the 
economics of production. We now turn to the problem of 
marketing. 

The term “marketing” as used to-day means more than sell- 
ing. Although a farmer who hauls wool shorn from his own 
flocks to th<* local town and sells it to the local buyer may 
be said to "have marketed his wool, the term has come to take 
on a much wider significance and is now used to cover all ac- 
tivities involved from the time the product leaves the producers 
until it reaches the consumer. The term marketing covers not 
only all these merchandizing activities, but also the problem 
of a fair division of the proceeds among all who take part in 
the production and distribution of the product. All that is 
covered by the question, “Who gets the money?” 

Marketing is a productive function because it adds place or 
time utility to commodities. From another point of view the 
economics of marketing is a problem in distribution because 
it has to do with the forces and conditions which determine 
how a dollar paid by the consumer is divided among those 
who participate in supplying the article, from the farmer at 
one end to the retail dealer on the other end of a longer or 
shorter line of middlemen. We are interested in marketing 
as a productive activity from the point of view of introducing 
economies into the system and thus reducing the cost of ser- 
vice to the benefit of all concerned. We are interested in the 
marketing problem also from the standpoint of establishing 
a just division of a consumer’s dollar among those who pwirtici- 
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pate in all the ^ork involved in producing and delivering the 
product at the point where a consumer gets it. 

Direct sale. Some products are carried by the producer to 
the consumer. Here the problems of efficiency and fairness are 
relatively simple. Milk sold in a small city is a good example 
of direct sale. Potatoes and garden truck are sometimes sold 
in this way. In some places farmers carry their produce to a 
market place to which consumers come to make purchases. 
These sales all imply proximity of producer and consumer 
and hence are limited to products raised in the neighborhood 
where they are consumed. 

By means of public carriers, such as parcel post, express 
companies, and railways, farm produce may be carried great 
distances directly to consumers. In this case there is, of 
course, one intermediate organization which, acting as an 
agent, renders a middleman service for a fixed rate of charge. 

Each form of direct sale has its difficulties. Where goods 
are carried directly to consumers the producer and consumer 
must in some way find each other and come to some agree- 
ment as to terms of sale. For example, a farmer who lives 
five miles from town has a few tons of timothy hay to sell. 
He telephones to the liverymen, the ice and coal men, the oper- 
ator of the sand pit, because these men keep large numbers of 
horses. One liyeryman is found who wants one load of hay 
and the sand man takes one load; but the roads are good, 
it is early spring before work in the field has begun, and other 
farmers are anxious to sell hay. So many farmers offer hay at 
the market price that the buyers believe the market will break. 
As a result the hay is left on the farm, the wagon stands empty, 
the horses stand munching hay in the barn, and the farmer 
turns to his wood splitting. By the next week the fields are 
dry enough for spring work and the men are pushing them- 
selves and the horses hard to get the oats seeded. Just when 
a farmer has it figured out that he can finish a given field by 
Saturday night, the telephone rings and the sand man wants 
a big load of hay right away at the eld price, of course, at 
which he did not care to stock up when the farmer was free 
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to haul, for he is out of hay and must have a load. The 
farmer debates the matter in his own mind. Time in the 
field in oat-sowing is very valuable — possibly as high as two 
dollars an hour for a man and team. To haul a load of hay 
will take a man and team five hours, making an opportunity 
cost of ten dollars to haul the hay; whereas, if the hay could 
have been hauled when field work could not be done, the op- 
portunity cost would have been no more than a dollar. 

The conclusion arrived at is as follows: I can’t leave my 
crop work to haul hay. The number of days I can work in 
the field is very limited and I have planned all the field work 
which can be accomplished during the available time. Hence 
I had better sell the hay for less money and choose my own 
time for hauling it. But to sell it all and choose my own time, 
I must have it baled and sell it to the feed man who will keep 
it in stock a^d sell it to the sand man when he wants it. Thus, 
after some experience, the thoughtful farm manager decides 
to abandon the direct sale of hay, and yet many of his neigh- 
bors sell hay direct and deliver it when it is wanted. Many 
market gardeners have tried hawking their goods on the streets 
or standing in the market place awaiting customers. The 
main difficulty is that the time thus spent can be used more 
profitably by a good gardener working on his land. The re- 
sult is that the more successful gardeners decide to sell their 
produce wholesale and devote their energy to the problems of 
economy in production, leaving the retailing of garden truck 
to those who are at the same time retailing other things and 
making a business of it. 

The milk business succeeds better on the direct sale basis 
for the reason that a line of customers can be secured who 
take about the same amount of milk from day to day. When 
a farmer’s milk wagon starts out each morning, the driver 
knows where he is going and to whom the milk will be sold. 
If the route is badly scattered, this becomes an expensive 
system; but for farmers living near the city there is often 
profit in it. 

One of the main difficulties in delivering milk from the 
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farm is the production of an even supply of milk for the trade. 
Some months too much is produced; other months not enough. 
Disposal of the surplus in the one case and finding means of 
increasing the supply at another time worries the farmer milk- 
man and, in many instances, makes him glad to leave the 
distribution of milk to a man who makes that his business. 
The larger the city and the farther a farmer has to drive in 
order to get to his customers, the more desirable it is to in- 
troduce the milk dealer who is, of course, a middleman. 

Where distances are too great for the meeting of producer 
and consumer, direct shipment may be resorted to. Butter, 
eggs, poultry, and vegetables have been shipped to special cus- 
tomers. W'hile this method has rarely proved cheaper than 
other systems because of the smallness of the shipments and 
the expense of the packages, yet it has proved a means of put- 
ting high quality produce into the hands of those who appre- 
ciate quality and are willing to pay the price. 

Sales to and through middlemen. The development of 
modern systems of transportation, the growth of great indus- 
trial cities, and the expansion of specialized commercial agri- 
culture have brought with them a complex middleman system 
which needs to be studied carefully with a view to its better 
organization, greater economy, and more justice. 

For some products the market may be said to be world- wide, 
because the production of the entire world is effective in de- 
termining the market price. This is true of wheat, wool, cot- 
ton, sugar, tea, silk, and many other staple products in general 
use. Liverpool has for a long time been the central wheat 
market of the world. Being a port situated on the outer edge 
of the wheat-deficit area of western Europe, Liverpool became 
the objective point of shipments of wheat from all wheat ports 
of the United States, Canada, South America, Australia, New 
Zealand, India, and Russia. In each of the countries produc- 
ing a surplus of wheat, primary wheat markets were estab- 
lished. In the United States these central wheat markets were 
established at Chicago, Minneapolis, St. Louis, Kansas City, 
and many other points to which the wheat is shipped from 
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the farmer’s local station. Thus there are many stages, many 
processes, and many middlemen between the wheat producer 
and the bread consumer. The local grain dealer buys grain 
at all times in any quantity and of almost any quality a farmer 
has to sell. He holds it in his warehouse until he has a car- 
load lot and then ships it to a primary market, consigning it 
to some commission firm at that point for sale. At this point 
the wheat may be milled into flour and by-products, or it may 
be cleaned, graded and reshipped in the direction of the wheat- 
deficit areas of the world. In either case, owing to the great 
distance, the wheat or flour is sold and resold many times. 
Consequently while many men handle the wheat, many men 
also own the wheat, so that there is always some one near who 
has a proprietaiy interest in the wheat. Do these men, each 
in turn, render a service? They do. Is this service rendered 
in the most^ efficient manner and for a jnst charge? This ques- 
tion is not so easily answered, and here lies the center of the 
middleman problem. This is a real issue between the farmer 
and the middleman, — an issue which has not been well de- 
fined as a rule by those who have talked most about it. 

During the past ten years the marketing problem has come 
prominently into the foreground. To some it has appeared 
that the middleman is in a position to demand that his basket 
be filled without rendering a corresponding service. To others 
it has appeared that the present system of marketing is waste- 
ful of human energy because there are too many middlemen. 
There is truth in both of these suggestions; but, as it is often 
presented by the cartoonist and by the excitement-loving edi- 
tor, much besides the truth is conveyed to the reading public. 
Fortunately, while the earlier farmers’ conventions dealing 
with this problem indulged largely in emotions and sentiments, 
recent meetings of farmers give primary attention to fact and 
reason. 

The modern marketing problem. Our pioneer forefathers 
were not confronted with the modern marketing problem. 
Their agriculture was conducted more largely with a view to 
the direct satisfaction of their own wants. With cheap freight 
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rates resulting from modern methods of transportation, agri- 
culture has become commercial. A farmer produces primarily 
for the market, and farmers of different parts of the country 
give special attention to one or two lines of production. For 
example, the Dakotas produce wheat; Iowa markets hogs and 
cattle; Wisconsin specializes in dairy products and potatoes; 
Texas sells cotton and cattle; and other states likewise have 
their specialties. Each state produces a large surplus of a 
few articles and must buy many articles from other states. It 
is the exchange of these specialties which brings the marketing 
problem into the foreground. 

Those who criticize modern commercial systems as waste- 
ful are certainly not comparing the present system with that 
of the self-sufficing economy of the isolated pioneer, but rather 
with some ideal which lies as a possibility of the future. Com- 
mercial agriculture — that is, production primarily for the 
market and buying upon the market many of the articles con- 
sumed by the farmer — is more productive because: (i) 
Each agricultural territory can be devoted to raising those 
products for which it is by nature especially suited; (2) each 
man may devote himself to the lines of agriculture in which 
he is most effective; and, (3) the agricultural classes may 
benefit by the economies introduced into manufactures by 
machine methods* and large-scale production. To appreciate 
the (economic significance of the change from the self-sufficing 
to the commercial economy one need only compare the com- 
forts enjoyed by the modern farmer with those of the pioneer. 

With this great advantage accruing to farmers as a result 
of the commercial system, the question properly arises: What 
are the farmers objecting to? Why arc they condemning the 
middleman who is essential to the commercial system? The 
answer is that the farmer does not condemn the middleman 
because he renders a service, but because it is believed that 
he very often charges too much for the service. This belief 
is based in part upon truth and in part upon fiction. 

Unfortunately there are men who make it their business to 
stir up trouble. These men take a few more or less well- 
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established facts and, by the free use of their fertile imagina- 
tions, weave a fabrication which appeals to the avarice of men. 

But why do intelligent farmers believe exaggerated state- 
ments? For a very simple reason. However intelligent they 
may be when it comes to farming, they are as a rule unedu- 
cated on the subject of middleman processes and the costs of 
the middleman services. That farmers act in good faith in 
their attitude toward middleman and “middleman swatters” 
is demonstrated by the gullibility with which they often ac- 
cede to schemes of unscrupulous promoters who take advan- 
tage of their lack of commercial acumen by saddling them 
with capital stock, extravagant equipment and high promotion 
fees “for services rendered” in organizing cooperative cream- 
eries and packing plants. 

Farmers know a great deal about producing cotton and 
wool and (Tun and hogs and wheat and cattle and dairy prod- 
ucts, but they know little as a class about the functions of 
the middleman made necessary by the modern commercial 
organization of industrial society. The farmer takes his cot- 
ton or grain, his hogs, his cattle, or his milk to the local market 
and surrenders his product to the local buyer. Year after 
year he may see the train pull out of sight around the curve 
below the corner of his farm without any clear vision of what 
happens to his products from that point. 

In the main, the functions of the middleman are little under- 
stood by producers or by consumers. What is in the dark 
may be evil, and the imagination is prone to draw grotesque 
pictures of what may happen in the realm of the unknown. 
Thus it has come to pass that the producer sometimes covets 
the whole dollar that the consumer pays for his products and 
looks with disgust at the forty-eight cents which he does re- 
ceive. Many writers, cartoonists and politicians have played 
upon this superstitious fear of unknown things in order to 
make personal capital out of the immense popularity attend- 
ing discussions of marketing problems. It is only recently 
that farmers have taken part in this agitation. 

The thing that is needed most at the present time is educa- 
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tion on this question of middleman processes. It is not the 
writer’s purpose to imply that the producer is wrong in think- 
ing there may be many injustices; but he means to say that the 
starting point in solving the marketing problem is not what 
may be imagined about middlemen, but the actual facts about 
middleman services and middleman charges. 

This is a problem which is receiving much study to-day. 
Research in this field has of late been turning on the light. 
But we need more study and more light so that all may see 
the truth. We must carefully study and accurately describe 
what happens to a product from the time it leaves the farm 
until it reaches the consumer. In the light of these facts in- 
telligent and safe steps may be taken to improve conditions, 
whereas legislation striking in the dark stands great chances 
of doing harm rather than good. 



CHAPTER XXVII 


MARKETING FUNCTIONS 

In recent times territorial division of labor has extended to 
broader and broader areas and as the distance between pro- 
ducer and consumer has become greater and greater, market- 
ing has developed away from the old order of direct sale. .It 
has been found desirable to introduce a greater number of in- 
termediaries who participate in various ways in moving, stor- 
ing, and trflt)<iforming the goods in order that they may be 
where they are wanted, when they are wanted, and in the 
form they are wanted. All of the steps discussed in the fol- 
lowing pages are not taken in the marketing of every product, 
but as a whole they constitute the typical process by which 
our agricultural commodities pass from the farmer to the con- 
sumer. 

Grading. Grading as a marketing activity consists of classi- 
fying or sorting a commodity into groups, no two of which 
overlap, and in each of which the commodity is of practically 
uniform kind, size or quality; but a certain range and toler- 
ance are allowed in each grade. Such grading, to be of maxi- 
mum value, is accomplished through the use of recognized 
standards. Standardization establishes the permanency of the 
grades, and does not allow them to change with the market 
or from year to year. Without such established and uniform 
standards we have no good basis for buying and selling, no 
common language for both buyer and seller, and no standard 
of quality upon which values may be fixed. 

The primary economic purposes of grading to standards are 
to eliminate the necessity for inspection on purchase, to obviate 
payment of freight, storage, and other marketing costs on 
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goods that may later be sorted out and discarded, and to fa- 
cilitate financing. 

Such grading may be undertaken voluntarily by the farmer, 
shipper, or dealer, or it may be demanded by associations of 
their member producers, required by other groups, or necessi- 
tated by state or national laws. 

Market specialists claim that, compared with the cost of 
performance, none of the steps in marketing enhances the 
value of commodities as greatly as this one of grading. Ex- 
pansion of the market through sale by sample, sale by type, 
and sale by auction is based on the use of grades. Storage, 
financing, and the whole system of warehouse receipts are 
based on the use of generally recognized grades. The ques- 
tion of standardization of agricultural commodities is treated 
at length in a later chapter. 

Packing. Practically all farm products require packing in 
one form or another in the process of marketing. This is a 
function which is sometimes performed at the farm and some- 
times at a later stage of the process of marketing, but few 
products escape it altogether. Many must undergo repacking 
and repackaging several times to meet the requirements of the 
trade and the consumer. Apples may be packed ^at the farm 
either in barrels or boxes, they may be carried to the com- 
munity packing ‘house, or they may be sold on the tree and 
packed later by the dealer. Cotton may be ginned and baled 
on the farm in the case of large plantations, but usually it is 
carried to a local gin for the process. Potatoes may be bagged 
at the farm, at the local shipping point, or they may be 
shipped in bulk and bagged for purposes of city distribution. 
Wheat may be bagged at the farm and pass through all stages 
in bags or it may be handled from the farm and through all 
subsequent stages in bulk. 

The primary economic purposes of packing are (i) to fa- 
cilitate handling, (2) to reduce freight, (3) to reduce storage 
costs, (4) to reduce other marketing costs, (s) to prevent 
shrinkage and deterioration, and (6) to make products more 
attractive. The baling of cotton, for example, tends to ac- 
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complish all of these purposes. It facilitates handling by 
placing the cotton in solid, compact, covered forms, securely 
wired to withstand handling by hooks; it reduces charges 
for freight because the condensed form of the baled product 
allows many bales of cotton to be loaded in one car; it reduces 
storage charges because bales are more readily handled than 
bulk cotton and baled cotton takes up less space; it facilitates 
financing because the commodity is a standardized, easily- 
quotable, protected unit; and it retards deterioration because 
the increased density produced by the baling process and the 
covering supplied at that time decreases the exposure of cotton 
to moisture and “country damage.” 

Practically all packing facilitates handling. Apples in the 
box, potatoes in the bag, hay in the bale, are all more readily 
moved and handled than are the same commodities in bulk. 
To get stiy benefit in the way of freight and water rates, 
and even in storage, the cotton bales are compressed. The 
canning of fruits and vegetables in glass and in tin and their 
drying and dehydration are processes developed expressly for 
preservation, but they also conserve space and the resulting 
packages are readily handled. Loans are not readily obtain- 
able on advantageous terms, if at all, on products in their 
original state, whether cotton in the field or apples on the 
tree. Properly harvested and reduced to acceptable marketing 
units, as bales, boxes, and carloads, they become valuable farm 
collateral. 

The whole extensive industry of western fruits is built 
around standardization and the attractive package. Oranges, 
apples, and cherries from the West are displayed in such tempt- 
ing forms and packages in eastern markets that many pur- 
chasers turn to them in preference to the fresher local fruits 
so often placed on the market in less attractive form. 

Packing and packaging, therefore, is a distinct service to 
farmers, to dealers, and to consumers. In fact, the baling and 
compression of cotton, the canning of fruits and vegetables in 
symmetrical and uniformly arranged packs, the packing of 
fresh fruits and vegetables in appropriate and attractive con- 



420 OUTLINES OF AGRICULTURAL ECONOMICS 

tainers, the crating of eggs and many other forms of packing 
have come to be regarded as essential factors in marketing. 

Assembling. The bringing together of carloads of products 
for shipment to the large markets by local buyer, whether 
independent or acting for a cooperative association, consti- 
tutes “assembling” as generally recognized by the farmers 
and the trade, and it is in this shipment by carload lots that 
assembling effects its greatest economic saving. 

However, the assembling function, or the adjustment of 
quantity to the demands of the process of marketing, or of the 
consumer, may take place at the farm or at any of several 
later stages. The farmer may assemble and ship his peaches 
by the box, dozens of boxes, or by the carload. If he sells 
less-than-carload lots during the height of the season, it is 
probable that the buyer will consolidate the lot with similar 
purchases and form a carload for shipment. This carload is 
often combined with several others in the same region so that, 
in Georgia, for instance, whole trainloads of peaches move out 
from one shipping point on a single day. It takes many car- 
loads of grain to make up a transatlantic cargo and the pack- 
ing house needs many carloads of cattle and hogs for one day’s 
operation. 

This larger form of assembling to complete large transac- 
tions in agricultural products is a function essential to the 
middleman except in cases of unusually large, well-organized 
and strongly financed producers’ associations. 

Processing. Processing is almost as prevalent as packag- 
ing. The farmer sells cattle, grain, hides, and cotton ; the con- 
sumer buys meat, bread, shoes, and clothing. Between the 
time the products leave the farm and the time they reach the 
ultimate consumer, cattle must be converted to steaks, grain 
must be reduced to flour and made into bread, hides must be 
transformed into leather and then into shoes, and cotton must 
be made into cloth and then into garments. In each case the 
intermediate steps of the process are necessarily many. 
Processing has almost entirely left the farms and been with- 
drawn from city dwellings. The resulting large-scale opera- 
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tions have made great average savings possible; but^ if both 
farmer and consumer leave the task to others, the others must 
have fair compensation. 

Processing is essential to economic marketing whether done 
by farmers or by middlemen for: (i) Economy is secured by 
the conversion of raw materials into finished products. The 
consumer, for instance, cannot manage a whole, or even a half, 
carcass, but must have his steaks, chops, and sausages; (2) 
production of bulk in relation to value aids in economic dis- 
tribution; and (3) processing makes possible the conservation 
of the surplus during the height of producing seasons for use 
during other parts of the year. To provide consumers with 
the kinds of food and clothing when and where wanted during 
the year and to stabilize markets for farmers, processing is 
necessary. 

Costs of p?^o/'essing vary, but as a general rule they are rela- 
tively large and it is here that one must l(X)k for a considerable 
part of that margin between what the farmer receives for his 
produce and what the consumer pays, even though speaking 
generally, by doing this work on a large scale many improve- 
ments can be made. Large output usually means a reduced 
cost per unit; large amounts of raw material used by a large 
establishment usually mean well-established grades; use of 
superior equipment and highly specialized workers by a large 
firm usually results in great improvement in quality and ap- 
pearance of production over that produced on the farm; and 
large-scale operations make possible greatly increased utiliza- 
tion through the development of profitable by-products from 
material previously considered as waste. 

Selling. The act of selling may occur but once during the 
marketing process, or it may occur many times. The farmer 
may sell direct to the consumer at the farm, on a public mar- 
ket, or from his wagon at the consumer's door. He may sell 
to the country buyer or carlot assembler, to the grain elevator 
or creamery, or he may ship by consignment or on sale to a 
commission firm in a large market. 

The country buyer or carlot assembler may sell to a com- 



422 OUTLINES OF AGRICULTURAL ECONOMICS 

mission man, a packing house, or a centralized creamery. The 
commission man or packing house may sell the same material, 
perhaps in another form, through jobbers or direct to retailers. 
The retailers sell to the ultimate consumers, the family buyers. 
There are other methods of sale to fit other conditions or de- 
mands. Jobbers, brokers, traveling salesmen, agents, auc- 
tioneers, advertisers, all contribute services in various methods 
of sale. 

Selling in one form or another is essential and, as all intelli- 
gent selling requires experience and knowledge, it is an activity 
in itself that deserves compensation. In its more complex 
forms, occurring in the case of products that must be processed 
or that follow intricate channels of trade, it demands expert 
knowledge, skill, and salesmanship of considerable ability. 

To sell advantageously on large markets a salesman must 
have one kind of knowledge and skill; to sell to individual cus- 
tomers in retail trade requires entirely different qualifications. 
The first demands extensive information regarding supplies, 
actual and potential, quantities, qualities, conditions, trends 
and competition; the second demands a knowledge of human 
nature in all its variations and contradictions. As salesman- 
ship becomes more highly specialized it obviously becomes 
more high-priced. 

So far as salesmanship and advertising expand sales solely 
for the benefit of the producer they are not productiv.e, but if 
they are of an educative nature, if they tend to improve stand- 
ards of living, by introducing and extending the use of desir- 
able products and by overcoming the inertia of the buyer, they 
are socially beneficial and should be accorded a fair return. 

Transporting. All farm products that enter marketing 
channels are transix)rted. If disposed of at a local market, 
the hauling may be performed by the farmer himself, who 
thus takes time from the active work of his farm and expects 
to receive some compensation for this fact. If the products 
go to distant markets, they must be transported by rail or by 
water and usually enter interstate commerce. 

Recent discussions of tran^rtation rates make emphasis 
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on the cost of rail carriage unnecessary, but it is not generally 
known that studies show local hauling to be also relatively 
expensive. Good roads and good equipment may lessen this 
apparent cost, but they too are expensive in initial investment 
and in upkeep and may be considered indirect costs of trans- 
portation. Such studies as have been made have shown this 
cost of hauling to average five per cent of the farm value of 
the crops marketed. Actual costs have a wide variation — 
from 2 to 9 per cent. 

The expense of this hauling and the educative publicity 
given to transportation matters through the operation of the 
Interstate Commerce Commission have provided farmers and 
the public with a basis from which they can form some idea 
of the expense inherent in the transportation of agricultural 
products over the long distances that usually occur between 
our regions, bt ti^mmercial production and our large centers of 
consumption. 

Many factors enter into this expense. High or low value in 
proportion to size or weight, length of haul, perishability or 
necessity for special protection from heat or cold, are only a 
few of them. As the factors vary so must rates vary. At 
various times raU’s may seem to be high or low, but studies 
show the freight costs to average over a period of years ap- 
proximately 6 per cent of the farm value of the products 
shipped, although the range is great, much greater than in 
the case of the costs of local hauling. 

Market preferences, much more potent than most consumers 
realize, result in cross freights and unnecessary work and cost. 
In New York City only dark-colored cranberries sell well, 
while in cities further West, like Pittsburgh and St. Louis, 
lighter-colored berries are in sole demand. In Boston dealers 
can handle only dark eggs advantageously; in New York City 
the white egg is the favorite. Shippers of large quantities 
often find it desirable to ship past their nearer markets in order 
to reach markets where their particular variety is especially 
wanted. 

It is generally believed that much improvement can be 
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brought about in this step of the marketing process. Exten- 
sion of hard roads suitable for hauling in all kinds of weather, 
better loading methods, more thorough understanding of the 
principles involved in successful transportation of perishables 
to reduce waste from breakage and spoiling, and many other 
lines of possible improvement which may be aided by both 
farmer and carrier are promising lines of study. 

Storing and warehousing. Production is essentially seasonal, 
but consumption is relatively uniform during the different 
periods of the year. Obviously, therefore, some adjustment 
is necessary between the harvesting of the crops and the feed- 
ing of the people. To meet this continuous and more or less 
uniform demand by consumers, the function of storage be- 
comes a vitally important step in marketing. Products may 
be stored on the farm, at shipping points, along the route to 
market, or in the large market centers. If a farmer stores his 
crop he naturally expects to receive for it on sale the price at 
harvest plus at least the cost of storing. Similarly, if he sells 
at time of harvest, leaving to others the task of storing a large 
part of his output and of supplying it to consumers when they 
want it, he must expect to see a larger margin between the 
price he receives and the price the consumer pays. 

Storing is a service to the farmer and to the consumer. 
It expands the market for the farmer and increases the supply 
for the consumer. It tends to stabilize supplies and prices 
to the advantage of both. It prevents much deterioration and 
spoilage and thus prevents loss for both. One of its greatest 
benefits to the farmer is the accredited warehouse receipt which 
supervised storage furnishes and which may be used as safe 
collateral. Many improvements are possible in this part of 
the marketing process, but its importance is not to be min- 
imized. Through organization and well-developed business 
methods farmers may hope to store for themselves in large 
quantities and thus gain more of the benefits of storage than 
they now receive, but as long as we have territorial division of 
labor in production and the resulting commerce, we must have 
storage in more or less highly organized and efficient form. 



MARKETING FUNCTIONS 


425 

Financing and risk-taking. Financing often begins before 
the crop is harvested, — ^when the farmer borrows from his local 
bank to defray harvesting and threshing expenses, — and con- 
tinues until the crop has been distributed and is in the hands of 
the consumer. The interest accounts along the way are a 
necessary part of the cost of marketing and are added to the 
other legitimate expenses incurred between the producer and 
the consumer. 

The market season begins when the farmer sells his first 
load of grain after harvest, and from that time interest charges 
begin to accumulate until the grain movement becomes suffi- 
ciently advanced so that money from the crop returns to the 
country stations from flour and grain sold in the East or for 
export. Not until then has the circle been completed and the 
tension ceased which was caused by drawing money from the 
eastern cepk-c*? to move the crops. 

During the height of the crop-moving season, commission 
houses pay out large amounts on grain drafts, often to the full 
extent of the line of credit extended to them by their banks. 
Sometimes losses result to the commission houses through ad- 
vancing money on consignments, as when an unreliable shipper, 
who is not financially responsible, misrepresents the grain 
and draws for it more than it is worth. 

If the car of wheat shipped from the country station is 
bought by a terminal elevator company when it arrives at the 
market, it is put with millions of bushels of other wheat into 
storage bins to be held until wanted by mills. This involves 
not only a storage charge but an interest charge as well. 
Terminal elevator companies are heavy borrowers when they 
fill their houses with wheat. They borrow with warehouse 
receipts as collateral. “Grain paper,’’ as their notes are called, 
is regarded by bankers as of the highest class. Grain paper 
from western terminal markets is sold to banks throughout 
the central states and in the eastern money centers. 

In other marketing transactions, financing and risk-taking 
in one form or another are as important as in the marketing 
of grain, although they are often not evident to the casual 
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observer. In most systems of marketing someone must take 
chances on changing market conditions, deterioration, loss by 
fire, and other damage. 

Insurance and hedging are among the aids utilized in this 
combined function of financing and risk-taking, which is closely 
linked with several of the other steps in marketing, notably 
with storage. Even the consumer occasionally carries some 
of the risk when he stocks up far in advance of his need of 
household supplies and takes the risk of deterioration and 
later decline in price. 

Since most agricultural commodities must be carried ove^ 
long distances before final consumption and since most of the 
staples must be held for comparatively long periods of time, 
it is evident that financing or carrying the burden and risk of 
the unconsumed foods is a vital factor in marketing. Whether 
assumed by farmer, intermediaries, or the final consumer, some 
compensation is due the one who carries this inconvenient and 
hazardous burden. 

Dispersing, Throughout the assembling stages of market- 
ing, quantities handled by successive agencies have been in- 
creasing in volume. The country buyer made up a carload 
of apples that lodked large to the farmer, but the warehouse- 
man required many carloads of apples for successful opera- 
tion. During the winter, however, the demands from the 
trade reach him in the terms of relatively small quantities — 
fifty boxes, perhaps, at a time. These the wholesaler deals 
with, selling them to the retailer in even smaller quantities, for, 
as householders cannot and will not go long distances to buy 
at concentration points, many of the retail stores must be 
located in business or residence neighborhoods where rents are 
high and space at a premium. Here the retailer finally sells 
the apples by the half-dozen or the half-peck. Thus the work 
of the farmer in collecting his apples, of the country buyer or 
packing house in forming carlots, of the storage man in concen- 
trating trainloads, which was first broken into by the whole- 
saler in dealing in dozens of boxes, is finally undone by the 
retailer in order to fill the specific demands of his customers. 
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Changing conditions in location of population, in growth of 
cities, in methods of housing, in working habits of individual 
members of families have brought about an increasingly intri- 
cate system of distribution to fill individual demands. Partial 
reaction against this complexity is seen in the development and 
popularity of the cash-and-carry stores, but there are always 
large numbers of persons who cannot or will not undertake the 
work that these stores shift to the purchaser and who, there- 
fore, virtually insist on the wider margin between farmers’ 
and consumers’ prices. 

Improvements undoubtedly can and must be made in this 
stage of the marketing process which is the most expensive 
and the most perplexing of all the stages. It presents a pe- 
culiarly baffling problem for study because it is so intimately 
interwoven with changing conditions especially in relation to 
consumer ^dwnnd, and because here, more than at any other 
stage of the marketing game, the human element, with its 
varieties and contradictions, enters in. 

Marketing junctions must be performed. Considering the 
country as a whole, these steps in marketing are needed. In- 
dividual farmers may form contacts with individual consum- 
ers, but in this case the work, responsibility, and expense of 
packing, transporting, selling, and delivering the product and 
collecting payment devolve on the farmer or the consumer, or 
both. Such direct sale, as a rule, is practicable only where 
short distances are involved. A dairy farmer living near a 
city may bottle his own milk, carry it to town by wagon or 
truck, and deliver it at the consumers’ doors, making his own 
selling agreements in advance and making his own collections 
at the end of the month. Another dairy farmer living at a 
considerable distance from the same city, however, finds that 
he cannot get his milk to town in time for morning delivery. 
He must ship and sell to the distributing plant in the town 
where the milk is processed for later use or he may sell to a 
milk-collecting station in his neighborhood for shipment to a 
distant city. 

Associations of farmers may market larger quantities of farm 
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products and may even in rare instances carry them throu^ 
distribution in large cities and may do it efficTently; but here 
again, while only one or two agencies may be engaged in the 
processes, the steps are practically the same. In many methods 
of marketing, agencies may be eliminated but not the essential 
functions. 

The middleman issue. A survey of the work of the middle- 
man which would show how to replan the route from producer 
to consumer in such a manner as to shorten the line and reduce 
the number of stops and the amount of rehandling, would be 
acceptable to every one concerned. The wise middleman 
would be the first to accept the new economies. There is 
clearly no issue here between the middleman and the endman. 
The real issue between the farmer and the middleman relates to 
the fairness of the charge for the middleman service. 

This is an important issue from the farmer’s point of view. 
WTien considering the prices of the supply of farm products on 
hand at the end of a given harvest, the farmer may be looked 
upon the residual claimant. He gets what is left after all 
charges are paid. Every expansion of middleman charges, 
without added service for which the consumer pays, cuts the 
farmer’s income; every reduction in cost increases the farmer’s 
profits. 

When the consumer pays the retailer a dollar for potatoes, 
the dollar goes into the retailer’s cash register. The retailer 
may have to take eighty-three cents out of the till and pay it 
to the wholesale dealer. Other parts have to be taken out to 
pay store rent, clerks, taxes, delivery, etc., but we shall omit 
the details and follow the main course of the remnant of the 
dollar w^hich works back from one middleman to another until 
the farmer is greeted with his residual share. The wholesaler 
takes out seven cents and passes seventy-five cents over to 
the jobber, who pmys eight cents to the railway company and 
keeps five cents for his own service. This leaves siXty-two 
cents, which is forwarded to the potato dealer in centml Wis- 
consin, who takes ten cents for the material furnished (sacks, 
car linings, and heat) and services rendered. The cash reg- 
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ister rings out 52 cents to the farmer, and the transaction is 
closed, and the question. Who gets the money? is answered 
for one specific case. Are all these charges fair? This is the 
real issue and, of course, the burden of proof is on those who 
raise the question. What is a fair charge? That, in itself, is 
not an easy question to answer, but equally difficult tasks 
should carry equal compensation as nearly as possible whether 
it be to farmer, manufacturer or merchant. It is usually con- 
sidered that where free competition exists, prices tend to be- 
come fair, but free competition is not so prevalent as some 
classical economists would have us think. 

Special instances may be mentioned where unfair charges are 
likely to occur: Along the railway lines in the grain-growing 
regions of the United States there are many country stations 
where one elevator can easily handle all the business. This 
elevator ifiay be owned and operated by an independent grain 
buyer, interested in maximum returns for his services. It 
may be owned by a line elevator company and operated by a 
hired manager, or it may be owned by the farmers who load 
grain at the station and be operated by the employee of the 
farmers’ company. Either of these methods will usually pro- 
vide the necessary elevator service. And it may happen that 
the same man will handle the grain in either case. The ques- 
tion that interests the farmers is. How can we get this service 
performed satisfactorily for the lowest cost? Such a local 
elevator partakes of the character of a natural monopoly. If 
the independent operator is in charge, he can make a monopoly 
profit that looks large to the farmer and that attracts the at- 
tention of the grain merchants at the central market. 

To introduce competition into the charge made for this 
service, the independent operator is replaced by an employee 
who works for a competitive wage. Who, then, gets the 
monopoly gain which formerly went to the operator? The 
employer, of course. If the line elevator company is the em- 
ployer, the monopoly charge may be increased because of the 
elimination of the tendency for the operators at different sta- 
tions to compete for the trade in the middle zone between the 
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railway stations. On the other hand, if the elevator is owned 
by the farmers, and they operate it efficiently, the monopoly 
gain is eliminated, local prices are increased, production is 
stimulated, increased supply tends to low'er prices to consum- 
ers, and thus the benefits of cooperative elevators are divided 
between the farmers and the consumers. 

Another example of what often appears to be an excessive 
charge for local middleman services is found at the local sta- 
tions in the districts from which potatoes are shipped. Upon 
visiting one of these loading stations one is first impressed with 
the fact that there are very many warehouses at each station 
and for this reason may assume that monopoly charges are im- 
possible. As a matter of fact an excessive number of ware- 
houses and potato dealers, as well as an excessive number of 
grocers in a small town, may result in price agreements which 
give a basis for monopoly charges for services rendered. It is 
believed by many that a condition of this kind has at times 
existed in the potato district of central Wisconsin. The 
method of eliminating this monopoly has been the introduc- 
tion of the farmers’ warehouses where the service is performed 
by an employee of the farmers working for a competitive wage. 

It is well established that, wherever there iS* a tendency 
toward a monopoly charge for a middleman service locally 
performed, where the farmer comes in contact with the ware- 
house and the man performing this service whenever he sells 
his products, cooperation is the natural and effective method 
of eliminating the monopoly charge and distributing the bene- 
fits widely through society. 

' But there are other middleman functions which are not un- 
der the eye of the farmer. These are in operation at the cen- 
tral markets and beyond, and for brevity in this discussion will 
be called central-market functions. Examples of the central- 
market functions are the elevator business at the primary grain 
markets, the packing business, and the distribution of potatoes, 
dairy products, and poultry. The problem of securing the 
services of the middleman in the central market at a fair price 
has not been so nearly solved as has that of the local market. 
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Two methods have been tried, each with some degree of suc- 
cess. The one method is state regulation or control, and the 
other method is cooperation. Cooperation may be that of 
the consumers who organize to reach out after their product, 
or that of the producers organized to reach out with their 
produce beyond the central market with a view to securing 
a higher price for their product. 

Where there is a well-organized system of marketing capable 
of absorbing all of the product whenever shipped, as is true 
of the grain business and the meat packing business, it would 
seem that state or Federal regulation is the best method of 
establishing fair play in the central market. These are big 
businesses requiring much capital and special skill and are 
carried on at such a distance Irom the farmer that he cannot 
supervise the work. He must trust the supervision to others. 
He may not have any too much confidence in the government, 
but experience will teach him that the government is at least 
as trustworthy as any comprehensive organization which he 
can build to perform this function of securing fair play. 

When there is no well-organized central market which will 
absorb all the product and send it on to its final destination, 
the local cooperative company often finds it necessary to reach 
out long distances for a market. The potato market will serve 
as an example. The farmers’ produce company is in compe- 
tition with the big line companies both at the local stations 
and in the various cities throughout the country where the po- 
tatoes are consumed. The farmers’ company can handle the 
potatoes at the loading station appreciably cheaper than can 
the line companies, but in finding a market for the limited 
number of cars handled by one warehouse, in competition with 
the line companies that are handling from twenty-five to fifty 
times as many cars in a year, the saving is largely lost. It is 
believed, therefore, that the federation of local companies for 
the purpose of finding a market is a necessary step if local 
cooperation is to reap its reward in the marketing of potatoes. 
In general it is believed that where there are no well-established 
central markets subject to government supervision, farmers will 
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have to look to federated local companies in order to compete 
successfully in the distribution of their products. 

In any case there is plenty of work for the state to perform 
in solving the marketing problems. Local cooperative com- 
panies would prosper better under state supervision, especially 
with respect to the auditing of accounts. Farmers’ federated 
companies are doubly in need of aid and supervision in order 
to succeed in their more difficult task. But a still more im- 
portant function for public authority is the regulation and con- 
trol of private corporations dealing in farm products in the 
central markets and beyond. 

It should not be assumed, however, that all charges are un- 
fair and require regulation. Whenever middleman services 
are performed for a fair charge, and it is believed that this is 
true of a great part of the middleman functions, regulation by 
farmers or by government is but sand in the wheels of in- 
dustry. 

The question of who shall perform the marketing functions 
resolves itself into a question of efficiency of service rendered 
and fairness of charge for such service. This is the only real 
issue between farmers and middlemen. In our present complex 
civilization we need middlemen, who, by rendering expert 
service at a reasonable charge, set free farmers and consumers 
(who also may be producers of another sort) for further work 
of the kind for which they are peculiarly fitted and trained. 
Division of labor between the producers and the distributors 
of agricultural products is vital to the efficiency of both under- 
takings. The middlemen may be employees of the farmers, 
as managers and salesmen of large cooperative associations, or 
they may be men who are in the business on their own ac- 
count. In the first case the association usually takes the risk 
of loss and benefits by gain. The middlemen working inde- 
pendently carry alone these chances of loss or gain. If, in 
either case, there is danger of monopoly gain, social justice 
requires that competitive outlets be developed. 

It should be recognized that middlemen rendering efficient 
services at a fair charge are really producers and are worthy 
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of their salaries or their legitimate and reasonable profits, but 
we do not need, and must sooner or later free ourselves from, 
those intermediaries who are not so articulated with the mar* 
keting process as to render distinct and necessary service effi- 
ciently, or those who charge, in one way or another, undue 
toll for their services. Such inefficiency or apparent unfair- 
ness may be eliminated in more ways than one. Inefficiency 
may result from ignorance or inexperience and may be sus- 
ceptible of much improvement under education and guidance. 
Unfairness may be possible because of limited knowledge on 
the part of those who produce and those who consume, in 
which case education may eliminate this opportunity for ille- 
gitimate gain. In other cases unfair charges may be based 
upon monopolistic privileges. Here education is the basis of 
legitimate control through legislation. 



CHAPTER XXVIII 


STANDARDIZATION 

Standardization in agriculture has made significant prog- 
reL=is during recent years. Nearly a decade of persistent and 
conscientious educational work throughout the country was re- 
quired to awaken general interest in the matter and to bring 
things to a point where definite results could be accomplished. 
Specific Instances of the application of standardization to 
agricultural products were to be found before that, but in 
general the interest in the subject was confined to students, 
educators or to localized groups. 

Recent progress in standardization has been most encourag- 
ing and the evident beneficial results of the movement of stand- 
ardization and grading to standards bid fair to make all prog- 
ress permanent and to insure rather rapid future development. 
During the period of agricultural depression following the 
World War it* was demonstrated again and again that there 
was always a demand for superior products, especially if com- 
ing from a locality or an association already known for its 
good grading, even though in general the demand for farm 
products was slow and prices ruinous. Before that period 
the northwestern apple industry had proved that, through 
rigid standardization of output and progressive business meth- 
ods, apples from that district could successfully compete with 
eastern apples in eastern markets in spite of the handicap of 
a transcontinental journey through varying degrees of tem- 
perature that required shipping under both refrigeration and 
heating during the same season. 

Staple products. World trade in the great staples neces- 
sitated the use of grades in buying and selling at an early date. 
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Only during comparatively recent years, however, have those 
grades been made generally uniform through standardization. 

For years the grain trade struggled with a multiplicity of 
grades. Most of the leading grain-producing states had their 
own grades and, where such state standards were not in 
effect, boards of trade and chambers of commerce adopted 
their own grades and controlled the grading of incoming and 
outgowing shipments. Gradually the demand for uniform 
standards became practically universal, coming from farmers, 
grain societies, exchanges, and manufacturers in our own coun- 
try, and from buyers from foreign countries, where American 
grain was falling into disrepute because of our unsatisfactory 
grading practices. In 1916 public sentiment on this subject 
had so crystallized that Congress passed the United States 
Grain Standards Act, one of the principal objects of which 
was the preparation of a single set of standards for American 
grain. Standardized Federal grades for wheat, oats, shelled 
corn, rye, grain sorghums, and barley have been promulgated as 
mandatory in interstate commerce. Similar grades have been 
established for flax seed, milled rice, and rough rice, but they 
are not mandatory. These latter will doubtless be made man- 
datory in due course of time. 

Fundamental lo standardized grading of farm products is 
the recognition of two essentials: The desires of consumers 
and the qualities of the products which make people want 
them. The consumer wants an attractive looking apple with 
a pleasing flavor. The miller wishes to buy wheat that will 
yield a large percentage of a high quality flour desired in turn 
by the consumer because of the large quantity of light white 
bread it will make. Starting with the qualities of things 
which appeal to consumers as important and for which they are 
willing to pay discriminating prices, systems of standard grades 
are worked out for each product of the farm in so far as these 
qualities are readily discernible. 

The standardization of wheal. In the grading of wheat, 
for example, the objective is the separation into different lots 
of wheat, with different qualities, with respect to the quantity 
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and the quality of the flour that it will produce. By long 
experience millers come to know the milling qualities of the 
different classes of wheat, and since inspectors can recognize 
the class of wheat from the characteristics of the wheat kernel, 
it becomes a relatively simple matter to make a primary classi- 
fication of wheat on the basis of class or groups of varieties 
with common characteristics. This is the basis of the primary 
classifications of the official grain standards of the United 
States. 

Under the official standards of the United States, wheat is 
divided into five commercial classes as follows: (i) Hard Red 
Spring, (2) Durum, (3) Hard Red Winter, (4) Soft Red 
Winter, (5) White. If wheat of one class has more than 10 
per cent of another mixed with it, the mixture is classed 
“Mixed Wheat.” The classes Hard Red Spring, Durum, and 
Hard Red Winter are divided into three subclasses on the 
basis of color and texture of kernels. Shown below is the sub- 
class division of the class Hard Red Spring Wheat. 

HARD RED SPRING WHEAT (CLASS I) 

This class shall include all varieties of Hard Red Spring wheat, and 
may include not more than to per cent of other wheat -or wheats. This 
class shall be divided into three subclasses, as follows: 

Subclass (a) Dark Northern Spring 

This subclass shall include wheat of the class Hard Red Spring, con- 
sisting of 75 per cent or more of dark, hard, and vitreous kernels. This 
subclass shall not include more than 10 per cent of wheat of the variety 
Humpback. 


Subclass (b) Northern Spring 

This subclass shall incude wheat of the class Hard Red Spring consist** 
ing of less than 75 per cent and more than 25 per cent of dark, hard, 
and vitreous kernels. This subclass shall not include more than 10 per 
cent of wheat of the variety Humpback. 


Subclass (c) Red Spring 

This subclass shall include wheat of the class Hard Red Spring con- 
sisting of not more than 25 per cent of dark, hard, and vitreous kernels. 
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This subclass shall also include wheat of the class Hard Red Spring, 
consisting of more than lo per cent ol the variety Humpback. 

The class Soft Red Winter is divided into two subclasses 
based primarily on varietal characteristics of the kernel and 
geographical areas of production. The class “White Wheat’* 
is divided into three subclasses, two of which are based upon 
the texture of the kernel, while the third subclass is based 
primarily upon varietal characteristics. Subclasses are rec- 
ognized because the best outward index of quality from the 
standpoint of utilization of flour made therefrom is the (i) 
color and texture of the kernels, that is, whether dark, hard, 
and vitreous, or yellow, mottled, and starchy; (2) certain varie- 
tal characteristics readily recognized by the eye of a person 
trained in wheat inspection. 

WTieat differs in other respects, however, than by varieties 
and by tfee^2?errpntage of dark, hard, and vitreous kernels. 
These further differences form the basis for grade classifications 
of the subclasses as shown on page 438. 

W’heat differs with respect to its test weight, that is, its 
weight in pounds per Winchester bushel. It varies with re- 
spect to the percentage of moisture and of damaged kernels. 
Thus far all of the factors mentioned as a basis of classing 
and grading wheat relate to the characteristics of the wheat 
as wheat and the whole question of standardization of grades 
would be much simpler if these were all of the factors that 
need be taken into consideration. 

But, unfortunately, wheat as it comes upon the market is 
often mixed with foreign materials. Foreign materials add to 
the total weight and some of them arc, in themselves, useful for 
some purpose and possess value. On the other hand, foreign 
material may subtract from the value of the wheat because of 
the expense involved in its separation and the damage it will 
do to the flour if not removed before milling. 

It seemed necessary, therefore, in making the grades for 
wheat that in addition to these characteristics of wheat as 
wheat, foreign material not readily removed, should be taken 
into account. From many points of view it would seem more 
desirable to grade wheat as wheat and not allow, in any of the 
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OFFICIAL GRAIN STANDARDS 
Class I.— Hard Red Spring Wheat 
Grade requirements for — 

(o) Dark Northern Spring, (b) Northern Spring, (c) Red Spring 


Grade 

No. 

Minimum Test Weight per Bushel 

Maximum Limits of 

Moisture 

Damaged 

Kernels 

Foreign 
Materi.'il 
Other Than 
Dockage 

Wheats of 
( )ther 
Classes 

1 

Heat Damage 

Total 

c 

n 

^ !A 

V. rt 

^ u 

Total 

Durum 


Lbs. 

1*. ct. 

P.ct. 

i\ ct. 

P. ct. 

P. Ct. 

P. ct. 

P. ct. 

I ‘ 

*S8 

14.0 

2 

O.I 

I 

0.5 

5 

2 

2 

57 

14 .S 

4 

.2 

2 

I.O 

10 

5 

3 

SS 

iS-o 

7 

•s 

3 

2.0 

10 

10 

4 

S3 

16.0 

10 

1.0 

S 

3-0 

10 

10 

5 

so 

16.0 

IS 

3.0 

7 

5.0 

10 

10 


Sample 

grade Sample grade shall be wheat of the subclass Dark 

Northern Spring, or Northern Spring, or Red Spring, 
respectively, which dcxis not come ^^thin the require- 
ments of any of the grades from No. i to No. 5, 
inclusive, or which has any commercially objection- 
able foreign odor except of smut, garlic, wild onions, 
or is very sour, or is heating, hot, or is otherwise of 
distinctly low quality, or contains small, inseparable 
stones, or cinders. 


No. I Hard Spring shall consist of 85 per cent or more of dark, hard, 
and vitreous kernels and shall have a test weight per bushel of at least 
60 pounds. In all other respects the requirements for this grade are the 
same as for the grade No. i Dark Northern Spring. 

(1) The wheat in grades Nos. 1 to 4, inclusive, shall be cool and 
sweet. 

(2) The wheat in No. 5 shall be cool, but may be musty or slightly 
sour. 

(3) The wheat in grade No. i Hard Spring, in grade No. 1 Dark 
Northern Spring, and grade No. 1 Northern Spring may contain not 
more than 5 per cent of the Hard Red Spring wheat variety Humpback. 
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primary grades, \irheat which contains excess of moisture or any 
excess of foreign material. To do this, however, is to lay a 
heavy penalty upon the producer whose wheat contains an ex- 
cess of moisture or foreign materials. It has seemed to those 
establishing the official grain standards of the United States 
that their function was to establish standards that would form 
a basis of grading wheat as it enters the channels of trade. 
It has been recognized, however, that the allowance made for 
foreign material in the various numerical grades of the various 
classes of wheat results in the mixing and, essentially, in the 
adulteration of clean wheat by mixing the full allowance of 
foreign material as for delivery on contract. Centered about 
this problem has been more or less dissatisfaction with the 
official grain standards which will probably continue until bet- 
ter processes of cleaning have been introduced, so that foreign 
material need, not be recognized as factors in grading nor al- 
lowed in appreciable quantities in wheat qualifying under any 
of the numerical grades in any of the classes or subclasses. 

The standardization of cotton. Records of the late years of 
the eighteenth century show that in the markets of England 
variations in the quality of cotton were recognized even in that 
early period, distinctions for the most i>art being drawn along 
regional lines of production. From about the year 1800 great 
development took place in the merchandizing of cotton. The 
inventions of Whitney in America and of Hargreaves, Ark- 
wright, and Crompton in England in the years 1770 to 1803 
stimulated enormously the production of cotton in America 
and its consumption both in this country and in England, 
The question of quality rapidly became important. In 1801 
the term “middling’’ was in use in Liverpool, meaning, it is 
supposed, the average quality for the season. Seven years 
later Sea Island was described as “fine,” “good,” “middling,” 
“ordinary,” and “stained.” Recognized grades of a varying 
character were in use at Liverpool from that time. When the 
Liverpool standards were established in 1916, some of the 
grades then in use had been established, it is said, as many 
as 22 years before. 
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Nevertheless, the practice persisted of describing cotton ac- 
cording to the locality in which it grew or the port from which 
it was shipped. As migration from the Atlantic Coast states 
carried production into the Mississippi and Gulf regions and 
later into Texas, the regional names in use were multiplied; 
but, while this was going on, the grading of cotton according 
to its color and the amount of trash it contained was also be- 
coming general. Distinctions in quality became finer and finer 
and the number of recognized grades largely increased. As 
long as the regional identity of cotton was preserved, there was 
little tendency toward uniformity of grades. In fact, many 
markets adopted the scheme of varying the meaning of the 
grades to fit the crops of successive seasons. Thus it was that, 
before the end of a hundred years from the invention of the 
cotton gin, the combined use of regional designations and 
grade terminology had become so involved and confused that 
grade standardization was acknowledged to be a crying need 
of the industry. 

Efforts were first made by the Department of Agriculture in 
1909 to establish a single set of standards for American cotton. 
These were offered to the cotton trade for their approval and 
were known as ^rmissive standards. Althouglt, they were not 
generally acceptable, they demonstrated the practicability of 
standardization and paved the way for the official standards of 
the United States for Upland cotton in 1914, when the use 
of the official standards, under the terms of the United States 
Cotton Futures Act, was made compulsory in the future-con- 
tract markets. These standards were then promptly and vol- 
untarily adopted by the exchanges in all of the leading spot 
markets of the South. 

From time to time efforts have been made to establish uni- 
versal standards for American cotton. Many people in Eu- 
rope, as well as in America, favored universal standards in 
principle, and representatives and committees of many cotton 
exchanges have had the question under consideration in the 
past. A subcommittee of the World’s Cotton Conference in 
session at Liverpool in 1921 recommended to the Liverpool 
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Cotton Association the adoption of the official cotton stand- 
ards of the United States as universal standards for American 
cotton, but the association then rejected the recommendation. 

With the enactment of the Cotton Standards Act of 1923 the 
matter of universal standards was brought to a crisis. This act 
required that all cotton sold on the basis of standards in the 
United States, whether for domestic or foreign shipment, must 
be sold on the basis of the official cotton standards of the 
United States. Since this required the use of the official stand- 
ards in all foreign commerce, the United States Department 
of Agriculture conducted a series of conferences in Washington 
during the summer of 1923, at which the American cotton 
trade and all the important cotton associations of Europe were 
represented. These conferences resulted in the adoption by 
the European cotton associations of the official cotton stand- 
ards of the^^ Ur»ited States for grade and color as universal 
standards for American cotton, effective August i, 1923. 

For purposes of grade standardization American cotton is 
grouped according to its common characteristics in three gen- 
eral divisions known as Upland, Sea Island, and American 
Egyptian. This is a grouping of cotton as cotton. The first 
group embraces nearly all of the American crop and is the 
only one to which the universal standards apply. The Sea 
Island group includes only a few of the long-staple varieties 
grown in the lowlands of Georgia and Florida and in the 
coastal islands off the Carolina shore. The American Egyp- 
tian group is limited to the acclimatized varieties of Egyptian 
cotton produced in Arizona. Differences in the color and 
texture of these cottons require that their grades be represented 
in separate sets of standards, and each group has its own scale 
or gamut of grades arranged to fit its peculiar requirements. 
The subclasses are determined largely, but not wholly, by 
mixture in cotton. 

The spinning value of cotton varies closely with its grade 
and staple. Grade has to do with the color of the cotton, the 
amount of foreign material it contains and the smoothness of 
ginning. The staple is the length of the fibers. For the finest 
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goods and yams, obviously the higher grades and longer staples 
are required. 

Official standards for the white grades of Upland cotton were 
established and promulgated in 1914; those for color of Up- 
land cotton in 1916; those for Sea Island, American Egyptian 
and for length of staple in 1918 and those for Extra White in 
1926. Revisions have been made in these standards from time 
to time to make them fit more closely the bulk of the cotton 
crop. Standards for Sea Island were discontinued in 1925. 
For white Upland cotton the standard grades are: 

No. 1 or Middling Fair. 

No. 2 or Strict Good Middling. 

No. 3 or Good Middling. 

No. 4 or Strict Middling. 

No. 5 or Middling. 

No. 6 or Strict Low Middling. 

No. 7 or Low Middling. 

No. 8 or Strict Good Ordinary 
No. 9 or Good Ordinary. 


Color standards have been established for Yellow Tinged, 
Yellow Stained, and Blue Stained Cotton in certain of the 


Extra 

White 

Blue 

stained 

Gray 

Standards for 
Grades of Up- 
land Cotton, 
White 

Spotted 

Yellow 

tinged 

Hight 

stained 

Yellow 

stained 



■ 

1 or M. F. 

2 or S. G. M. 


2 T. 



3 Ex. Wh. 

3 B. 


3 or G. M. 

3 Sp. 

3 T. 

3 L.S. 

3 S. 

4Ex.Wh. 

4 B. 

IB 

4 or S. M. 

4 Sp. 

4 T. 

4 L.S. 

4 S. 

SEx.Wh. 

5 B. 

5 G. 

5 or M. 

5 sp. 1 

5 T. 

S L,S. 

5 S. 

6Ex.Wh. 



6 or S. L. M. 

6 Sp. 

6 T. 



7Ex.Wh. 



7 or L. M. 

7 Sp. 

7 T. 






8 or S. G. 0. 

9 or G. 0. 



\ 

1 



Symbols in heavy type denote grades and colors for which practical 
forms of the official cotton standards are prepared. Symbols in italics repre- 
sent the designations of cotton which in color is between practical forms. 

The grades shown above the black lines are deliverable on future con- 
tracts made in accordance with section 5 of the United States cotton 
futures act. Those below the line are untendcrable on such contracts. 
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grades. By definition in their relation to these standards, 
color designations are also provided for Spotted, Light Tinged, 
and Gray cottons. The whole is shown schematically in the 
chart on page 442. 

In the American Egyptian group there is no separate color 
classification. Five grades are recognized in this group, desig- 
nated in each case in the order of their excellence by the 
numerals i, 2, 3, etc. 

“Practical forms” of the standards or boxes containing rep- 
resentative samples of each of these grades for white cottons of 
all kinds and for colored cottons are officially prepared for 
use in classing cotton. 

The standardization of staple lengths has been accomplished 
in units of an inch by prescribing the method of “pull- 

ing” the staple and of applying the rule or gauge. Practical 
forms, howfi have been prepared in the form of samples of 
cotton of which the staple, when properly pulled, will measure 
the following lengths: Vs', i", iVia", ^Vb", 

1%", iVir.", iK", i-ys", i%". 

Because of the requirements of the United States Cotton 
Standards Act of March 4, 1923, the official standards are very 
generally used in the cotton markets of the United States and 
in the export trade. 

Perishable products. The standardization of potatoes. 
United States grades for potatoes as set forth on paper are 
definitive in character, excluding from each grade all potatoes 
that would not fall within it. U. S. No. i, U. S. No. i Small, 
U. S. No. 2 and U. S. Fancy No. i are the four grades pro- 
vided for in the last potato standards promulgated by the 
Depaitmcnt of Agriculture. 

In producing sections there is a marked tendency to regard 
sizing as the only essential to proper grading. As a matter 
of fact, in addition to proper sizing by hand or machine, all 
defective stock must be removed in order to meet the grade re- 
quirements. Reasonable tolerances are allowed in each grade. 

It is not expected that any one crop of potatoes will be 
sorted into four grades nor would such a practice be desirable. 
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A large percentage of the commercial crop in most of the 
potato-producing sections of the country normally meets the 
requirements of U. S. No. i, and this grade provides for most 
of the trade demands. Potatoes of better than average quality 
can be carefully graded and sold as U. S. Fancy No. i, while 
stock of No. I quality but ranging from to i% inches in 
diameter may be classified as U. S. No. i Small. 

Standard grades for potatoes were recommended by the 
United States Department of Agriculture and the United 
States Food Administration in September, 1917. These grades 
were made mandatory by the P'ood Administration for its 
licensees from January 31, 1917, to December 10, 1918. The 
results obtained were so satisfactory that the use of the grades 
to a large extent was continued voluntarily, and they are now 
used almost universally by the trade. Many states have es- 
tablished them as their official standards. 

Widespread use of the standards developed the need for cer- 
tain modifications to make them more practicable. These 
modifications are now embodied in the official grades recom- 
mended by the United States Department of Agriculture. 

Purchasers of U. S. No. i potatoes are often not familiar 
with the tolerances allowed and believe that they 4re buying a 
sack of potatoes, every one of which will meet the general 
specifications of ^"o. i potatoes, whereas a small percentage, 
varying from 5 to 6, of second-growth, undersized and dis- 
eased stock may be permitted in the grade. Some of these 
defects may increase after the grade is originally determined. 
Partially to offset this fact the grade specifications stipulate 
that not more than one-third of the tolerance shall be allowed 
for potatoes affected by soft rot. 

In retailing potatoes much of the tolerance may be sorted 
out so that the retail purchaser gets only the fine specimens 
that he expects when he buys U. S. No. i potatoes. In this 
case a higher retail price must compensate the retailer for such 
elimination which, while satisfying the customer, has widened 
the spread in prices and made the retail margin a necessarily 
large one. 
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Uniformity in national standards. Two important services 
worked out and extended by the United States Department 
of Agriculture have served to emphasize constantly the need 
for generally recognized grades. These are the market news 
and market inspection services. To make these services ef- 
fective it is essential to talk in terms known and recognized 
as the same by remote shippers, by dealers in terminal mar- 
kets in various parts of the country, and by the carriers that 
connect these shipping and recceiving points. No. i Red Win- 
ter wheat must mean the same thing to each of the parties 
to a transaction in Minnesota, in New York City and along 
the route; U. S. No. i potatoes must mean the same thing 
in Hastings, Florida, and in the Chicago markets. 

W^e are rapidly working toward uniform national standards 
for live stock and meats, wool, hay and other non-perishable 
and perishable crops. The Department of Agriculture has 
conducted exten.sive researches in each of these specified cases 
and measurable progress toward acceptable standards has been 
made in each ca.se. Close cooperation with the trade is 
sought, and proposed standards are tricd*out under commercial 
conditions and are then presented by means of hearings. 
These hearings, conducted at important points in the country, 
are announced well in advance and all persons interested in 
the proposed standards are urged to present their comments 
and criticisms at this time either in person or in writing. All 
such comments and criticisms are carefully considered before 
the proposed standards are finally issued and recommended 
for public use. 

Since the development of the refrigerator car and other im- 
provements in transportation, making possible the shipment 
of perishable fruits and vegetables over great distances, the 
need for standard grades here, too, has become acute. Ac- 
cordingly Federal grades have been worked out for white po- 
tatoes, sweet potatoes, apples, cabbage, cauliflower, and many 
others. Some states and many associations have made these 
grades mandatory among their shippers. Farmers are realiz- 
ing the business advantages of a reputation for standardized 



446 OUTLINES OF AGRICULTURAL ECONOMICS 

goods as a basis for advertising, distant sales, and progressive 
salesmanship. Consumers are realizing the advantages of buy- 
ing a reliable product containing no \vaste, even though a 
slightly higher price may be paid. The United States De- 
partment of Agriculture is developing agricultural standards as 
rapidly as practicable based on thorough-going and painstaking 
investigation extending over many years. Formerly it de- 
veloped such standards and urged them, through educational 
methods, on an indifferent industry. Now gradually the tide 
has turned and the Department is hastened in its work by 
the demands of an awakened and hard-pressed industry that is 
struggling toward anything that will tend to stabilization and 
improvement of conditions. 

Problems in the standardization of each commodity are per- 
plexing and intricate. The factors for consideration in textile 
fibers like cotton and wool, such as length and strength of 
fiber, are not the same as the factors for consideration in fruits 
and vegetables, such as weight and size. But emphatically in 
standardization as in other work, each problem solved in each 
commodity aids in the solution of all others and a few of th^ 
factors are basic, underlying all standardization work. 

Standardization of containers. Standardization^ of the con- 
tainers for fruits and vegetables is intimately connected with 
standardization gf the products themselves. In the interest 
of a square deal, the capacity of shipping packages should be 
definitely fixed in sizes easily distinguishable from each other. 
Formerly the only way to determine the capacity of an apple 
barrel was to measure it, for each grower used his own judg- 
ment about size, and, if he had no apple barrels, he used flour 
or sugar barrels instead. In 1915 the standard barrel law was 
passed by Congress, and in one year the motley array of dc- 
ceptive and nonstandard fruit and vegetable barrels was re- 
placed with a single series which met all the needs of the trade. 
Then the matter of grape baskets, berry boxes, and small till 
baskets came up for legislation. The situation was worse than 
it had been in the case of barrels, for the sizes were based on 
standards of both weight and measure and all kinds of decep- 
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tive boxes and baskets were found on the market. The Stand* 
ard Container Act, passed in 1916, approved three standard 
sizes of grape baskets, 2, 4 and 12 quarts; and berry boxes and 
till baskets were provided for in definite subdivisions and 
multiples of the dry-measure quart. 

The U. S. Standard Container Act of 1928 completed the 
standardization of baskets used for fruits and vegetables by 
establishing nine sizes for hampers, round stave and straight 
side baskets, and six sizes for splint or market baskets. 
Though barrels and baskets have been standardized, crates and 
boxes used for shipping fruits and vegetables are still made in 
a multiplicity of sizes. A few sizes would satisfy the de- 
mands of the trade, and standardization will come in time. 

Relation of standardization to production. Standardization, 
although usually considered a marketing measure or function, 
is closely tied up with production. The factors that determine 
the grade Of a product are, in their turn, largely determined 
on the farm. The length of the wool fiber, for instance, while 
not necessarily a matter of breed, as there is wide variation be- 
tween individuals of one breed, is, to a large extent, a matter 
of good breeding. Amount of foreign material — ^burs, locks 
and mats, — that forces down the grade of wool is a matter 
that can be largely controlled on the farm. 

To get the finest kind of wheat, the best kind of seed must 
be secured; it must be planted and the grain should be culti- 
vated under modern methods; the wheat should be cleaned 
on the farm. Thus each step in the process of production 
tends to determine the grade of the final product. 

Two of the most fundamental results of demonstrations of 
cotton classing, based on federal grades, conducted in selected 
regions of the cotton belt have been the planting of a better 
variety of cotton and improvement in growing and picking 
methods in those districts where the classing of the cotton 
showed that an inferior product was being produced by the 
community. More immediate results were secured in thdse 
districts where the classing showed that a good grade of cotton 
was being produced, but that the community and the individual 
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growers were not getting the benefit of the fact as they were 
still selling their cotton in antiquated hit-and-miss fashion 
at flat rates without knowing the grade and true worth of 
their product. In such cases, farmers were told the actual 
grade of their cotton and the prices at which such grades were 
selling on the markets. In many cases they were able to se- 
cure the proper price for their product based on their knowl- 
edge of its grade. In the course of time such methods should 
build up a proper reputation for the community output and 
should mean fair and just prices for cotton farmers. 

Similar results should follow any campaign of education 
built on standardization and grading. A know-your-own wheat 
campaign is not completed when it acquaints the wheat farmer 
with the grade of wheat he is growing, important and much 
needed as that work is, nor when he is taught how to judge 
his own wheat. He must also know the price his grade is 
brining on the markets. If he is growing a good grade of 
wheat, this combined information may be sufficient to give 
him fair bargaining power; but if he and his community are 
growing a poor grade of wheat, they must be taught the de- 
sirability of planting a better variety, improvement in cultiva- 
tion, and greater care in harvesting and cleaning. -iThe farmer 
must realize that the question of grades begins not only on 
the farm, but sometimes on the day the seed is ordered. 
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MARKETING INSTITUTIONS 

To perform the functions of barter, trade and marketing, 
different market institutions have been developed. These 
have naturally varied with the times and with their surround- 
ings. Primitive conditions require only primitive institutions, 
while complex conditions require intricate machinery and com- 
plex establishments. 

Fairs, Eairs were probably the first definitely-organized 
market institutions. Commodity fairs in China,* widely known 
by their itinerant patrons, date back to the twelfth century be- 
fore our era. Similar great commodity fairs flourished up to 
the fifteenth century in France with those of Geneva and Lyons 
as outstanding examples. They were followed by the great 
German fairs, those of Frankfort and Leipzig holding pre- 
eminence in their day. In the nineteenth century, the Russian 
fairs held sway at various places. The final great fair, estab- 
lished at Nijni Novgorod in 1817, was not only international 
but intercontinental in character, for it drew much patronage 
from Asia as well as from European countries. 

These early fairs were marked by peri(xlicity and by the 
active endorsement they received from those in power. Truces 
were declared for the periods of the fairs and safe conduct and 
protection were assured those who traveled to them for trad- 
ing purposes. They were situated on the highways of com- 
merce and drew patronage regularly from distant countries. 

These great commodity fairs gradually gave way or de- 
clined to specialty fairs which dealt only with special articles 
of commerce produced or collected in their region. The linen 

‘A. Allix, "Geography of Fairs," The Geographical Review, Oct., 1922. 
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fairs of Caen in Normandy and the book and fur fairs at 
Leipzig furnish examples. Live-stock fairs date back to the 
1 2 th century and are found with comparatively few modifica- 
tions in the Alps to-day. 

The next significant development was that of sample fairs 
as exemplified in the biennial fair at Lyons and the annual 
fair at Leipzig. The sphere of the Lyons fair extends far 
beyond France. In 1921 it had its agencies at Brussels, 
Geneva, Prague, Milan, Rotterdam, Sarrebruck, London, 
Stockholm, Christiania, Seville, Constantinople, New York, 
Buenos Aires, Rio de Janeiro, and Peking. 

The World’s Fairs of to-day are worthy successors to the 
great fairs of antiquity. Although they have lost their original 
primary aim of immediate barter on the premises, the thought 
of increased trade and industry is inherent in them. Annual 
automobile and aeronautic shows have been mentioned as be- 
longing to this same general class. 

In this country even the smaller fairs have always been 
more like exhibits than places of actual barter, but in this 
they are not unlike the sample sales of Europe. State, county 
and even community fairs are usually in effect, large-sized and 
effective displays of what the state, the county, or the com- 
munity, has for sale and trade. 

Markets. Some of the open public markets partake con- 
siderably of the nature of fairs. Public markets are of primi- 
tive origin and some of the examples existing to-day have not 
developed very far from primitive methods. On the other 
hand many of them have developed into high-class market in- 
stitutions holding an important place in the local system of 
distribution even where such systems have become notably 
complex. 

Open retail markets constitute the simplest and least ex- 
pensively operated of all public markets. In form they may 
range from a designated length of curb, a section of street, or 
a vacant lot, where farmers congregate in their wagons to sell 
direct to housekeepers, to a paved tract, especially constructed, 
with raised walks covered with metal sheds to protect teams. 
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wares, buyers and sellers from the weather. Open wholesale 
markets can adapt themselves to a similar range of accommo- 
dations. 

Some of the most picturesque markets of to-day are the one- 
commodity street markets that have evolved in some of our 
regions where one money crop predominates. Those of Benton 
Harbor and St. Joseph, Michigan, are interesting examples. 
These towns are surrounded by extensive vineyards and the 
street markets are developed solely for the disposal of the local 
crop of grapes. Each day the farmers drive in to certain 
crowded street corners with wagonloads of grapes. Informal 
regulations are tacitly agreed to, for the farmers^ wagons 
form in a long line at these corners. The buyers crowd around 
each wagon as the line moves up, and each makes a bid. The 
highest bid is usually accepted, but if the grower thinks he 
can do bett<*f l y consigning to a distant market, he refuses all 
bids and drives on to the railway station. 

In Lindsay, Oklahoma, the street market is entirely devoted 
to the sale of broom corn. Here the farmers bring their 
product year after year, often pressing neighbors and their 
teams into service, that they may take their entire crop to 
market on la single day. Often the crop has been harvested 
by use of harvesting shifts working day and night. Fre- 
quently the crop is hauled at night that a good location on 
the street may be secured. At the height of the season the 
streets are filled from curb to curb by ten o’clock in the morn- 
ing. Days on the market vary greatly. At times buyers are 
eveiywhere in evidence, passing from wagon to wagon, samp- 
ling the corn and dickering with the farmers. At other times 
buyers show great indifference and congregate in the hotel 
lobby or on the street corner, laughing, joking — doing any- 
thing but buying broom corn. At such times farmers get very 
uneasy over the disposal of their loads, for to haul them back, 
often over 25 miles of hot dusty road, is scarcely to be thought 
of, yet sale at anything like a fair price seems impossible. 

On other primitive street markets may be found, in 
varying quantities and conditions, all the diverse products of 
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a miscellaneous agricultural region of small farms run by an 
individualistic people. Products from the farm, garden, kit- 
chen, dairy and flower bed jostle each other on temporary 
stands and in farmers’ wagons. 

One step more developed is the open curb market found in 
many cities. Here well-defined lengths of curb are set aside 
by the city officials for marketing purposes and rules governing 
use of space are in operation. Covered stalls, licenses, rents 
and inspection constitute further developments. Many cities 
have several such markets located in different parts of their 
territory. 

Covered markets, often with open markets operated as a 
part of the system, are the beginning of a complicated form 
of market institutions. In some of our large cities the large 
markets include elaborate buildings with hundreds of inside 
stalls, restaurants, auditorium, rest rooms and comfort sta- 
tions; with common and cold storages, railway switches, and 
wholesale and retail divisions. 

The old Center Market in Washington, D. C., included all 
of these, the well-defined large units being the large enclosed 
retail market occupied largely by merchants; the covered and 
uncovered curb market devoted to farmers; covered and un- 
covered curb market devoted to commercial retailers; covered 
but not enclosed wholesale market; a hucksters’ curb and a 
large storage plant. This market covered approximately two 
city blocks. The area used for market purposes, exclusive 
of courts and driveways, was nearly 23^2 acres. The storage 
plant had approximately 500,000 cubic feet of cold-storage 
space, about half of which was equipped for freezing tem- 
peratures. 

Many of these large market establishments date back in 
whole or in part a hundred years. As early as 1802 the then 
City Council of Washington passed an ordinance establishing 
a market on the present site, to be known as Center Market 
and from that time the site has been used for market purposes. 
In 1870 Congress passed a law creating the Washington Mar- 
ket Company, naming 26 persons as incorporators and provid- 
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ing for a capital stock of $1,000,000. The government 
retained title to the land, but gave the corporation a 99-year 
lease with the proviso that, at the end of 30 years, the govern- 
ment could terminate the lease upon payment of the fair and 
just value of the buildings and improvements then standing 
on the site. In 1922 the lease was terminated and the market 
came under Federal ownership and control. We have had 
municipal markets for many decades, but this is the first 
market that the Federal government has ever owned. It will 
furnish an excellent laboratory for the study of many retail 
problems. 

Many of the large cities have several municipal markets 
within their limits, including both open and closed. Baltimore, 
for instance, has ten. Where there are so many, however, it 
is seldom that all are equally well equipped and well kept, nor 
is patronage, equally good. 

Smaller cities with one municipal market often take great 
pride in it. Rochester, N. Y., has a municipal market with 
steel sheds, freight loading and unloading platf<)rm on rail- 
way switch, wnth separate buildings for restaurant and com- 
fort stations. Wheeling, W. Va., shortly before the World 
War, replaced an old market established in 1828 by a new 
building, containing 64 market stalls in the market arcade, 
two kitchens, a skating rink, recreation hall, an auditorium 
seating 2500 persons, and rooms for the board of trade and 
similar organizations. Such buildings, if wisely planned, built 
and administered, make for civic loyalty and for much justifi- 
able civic pride. 

Capable and intelligent business management and well- 
arranged methods of financing are essentials to the success of 
a market. Experience and judgment must be brought to bear 
on the many problems which are inevitably encountered, not 
only during the organization and inauguration of the enter- 
prise, but in its management during the years of normal growth 
and throughout its years of usefulness and service. 

Auctions. Produce and fruits have been sold at auction in 
the United States for the past century. An auction company 
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in New York has operated since 1839; ^ similar company in 
Boston has been in business since 1847. 

But only during the past two decades has the use of auc- 
tions in the distribution of farm products increased notably. 
Gross auction sales of fruits and vegetables during the year 
1921 totaled $147,630,533. Auction companies are now found 
in most of the large northern cities and as far west as Min- 
neapolis. 

In England, France and Germany auctions are used ex- 
tensively in disposing of fruits, particularly those that are 
imported. Hamburg is said to handle all of its imported fruits 
and produce in this way. 

In the American fruit trade the auction functions in a posi- 
tion midway between the primary city receivers and the sec- 
ondary city distributors. They render service to both groups 
and to others, for they sometimes receive goods direct from 
country receivers and sometimes sell to retail dealers. 

Auction sales rooms are usually on the second floor of the 
freight terminal or dock which is used as a warehouse. The 
seats are arranged in a semicircle and are terraced so that all 
bidders can see the auctioneer’s platform, and the auctioneer 
can see all bidders. The chairs have wide arm rests, or small 
desks are provided, for use in marking catalogues. The re- 
ceiver stands near the auctioneer. Public telephones are 
available. 

Primarily the auction performs only a selling and distribut- 
ing service. Through the auction there is a concentration of 
supplies and a rapid distribution at a price that usually closely 
approximates the prevailing market price. Research shows 
that the degree of success that an auction company achieves 
depends upon the nature of the accounts it has with its re- 
ceivers and the support it obtains from them. 

Supply and demand meet in the auction room. The bulk 
of the ^^auction commodity” supplies is being sold and there 
is full information regarding receipts expected to arrive. Bid- 
ders include representatives of all phases of the fruit and 
produce trade from the fancy fruiterer to the push-cart man. 
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Prices and amounts changing hands are open and common 
knowledge. 

Among the services rendered by auctions are use of ware- 
house space, sample display rooms and sales rooms; the re- 
ceiving of goods including the unloading, cataloguing, display- 
ing by sample, and care of broken packages. Advertising and 
publicity, expert auctioneers, clerks and bookkeepers are 
furnished by the auction company. Sales are billed the same 
day to the buyers and the auction company makes the collec- 
tion. In some cities delivery service is rendered. In the mar- 
kets where a credit period is allowed, the company guarantees 
the buyers* accounts and protects the seller against losses 
through bad accounts. Immediate returns are made to ship- 
pers and sometimes auction companies advance money to ship- 
pers for short periods. Price-realized catalogues are issued 
after the £4ild without charge. They give prices at which the 
various lines were sold and prices paid for samples and for 
broken packages. These become permanent records of sale 
for shippers, railways and receivers. 

Both in this country and abroad, auctions for the disposal 
of farm products are used chiefly by the fruit and vegetable 
trade. The wool auctions of London constitute a notable ex- 
ception; and wool, tobacco and live stock also pass through 
auctions to some extent in this country. 

The New' York Wool Exchange was the outcome of an ef- 
fort to introduce in this country the London system of public 
auctions and to shift the center of wool trade from Boston to 
New York. The enterprise was opened in 1894 with initial 
success, but each year developed some new inadequacy, either 
in the system or in the equipment, and in 1894 it went out of 
existence.^ Later attempts to establish wool auctions in Phila- 
delphia, were unsuccessful because of lack of sufficient volume 
of business. The entire 1918 wool clip of this country was 
taken over by the government as a war measure and, after 
the armistice, approximately 300 million pounds of wool were 
sold by the government through more than 100 auction sales. 

'Cherington, Paul T., “The Wool Industry." 
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Tobacco is sold in three ways; Through the auction sys- 
tem, through farm selling, and through cooperative marketing. 
Until the year 1921, probably 80 per cent of the American 
tobacco crop passed through auction sales. 

The auction method of selling live stock has been used in 
England since the early part of the eighteenth century. It was 
later introduced into this country and to-day the larger breed- 
ers of pure-bred live stock dispose of most of their surplus in 
this way. Smaller breeders often pool their surplus and sell 
cooperatively. Every year from September to June millions 
of dollars’ worth of pure-bred animals are sold at auction by 
individual breeders throughout the United States. 

In California and the southeastern states cooperative auction 
hog sales have been held since about 1916. In some sections 
of the Southeast a high percentage of all the hogs marketed 
are sold at auction. Distance from a central market, high 
freight rates, inferior quality of animals, and unsatisfactory 
prices offered by the local buyers have been mentioned as 
causes for their operation. 

Local boards. We have seen that some of our street markets 
are devoted to the sale of one product only, as the grape and 
broom-corn markets. Another development of 4 his nature is 
found in local boards, where men with a single product to sell 
congregate to -do business but without bringing the product 
with them. The cheese boards of Wisconsin are an example. 

Cheese boards have existed in that state since 1873. They 
reached their greatest number in 1890 and in 1898. In each 
of those years there were 18 in the state. In 1922 there were 
only two, both operating at Plymouth. The board meeting is 
usually held in a room temporarily set aside for the purpose 
in a hotel or other building. A blackboard is hung in front 
of the chairs provided for the sellers and buyers. On this 
board are noted offerings of cheese and the bids are made. 
Use of the call board became general between 1896 and 1900. 
It was intended to bring open competition on the cheese 
market. 

In the year 1912, taken as an example, it was found that, 
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unfortunately, less than lo per cent of the cheese produced 
in the state was sold on the boards and this cheese, in large 
part, was bid off by the men who had contracts for much 
larger quantities of cheese which they were to receive at 
board prices. It was generally believed that the dealer who 
knew that every of a cent he bid up on the cheese on the 
board would increase the price on all his contracted cheese 
by the same amount lacked the courage of a true competitive 
bidder. It was alleged that dealers sometimes got together 
before the board meetings and farmed an understanding as to 
what bids were to be made and as to who should have the 
cheese. On the other hand, dealers said that individual brok- 
ers who were dependent upon the board as a place tn buy 
cheese often bid up the price so that no such combination 
could control the price effectively. Impartial investigation 
seemed to tilio^v that at times the boards were under the con- 
trol of dealers and that at other times the bidding was highly 
competitive. 

The great bulk of cheese was sold on contract on the basis 
of board prices and hence was not offered on the board. This 
was less trouble to the salesman but destroyed, in large mea- 
sure, the value of the call board as an open market. If all 
sales were made on the open market provided by properly- 
regulated call boards, the boards would be more effective and 
more satisfactory as market institutions. 

The old Elgin butter board was a place to sell butter in 
the early days, but in due time it came to be little more than 
a place where Chicago butter merchants met to set the price 
which they would pay for the butter they had purchased from 
the creameries on contracts in which the Elgin price was the 
base. It was learned in time that the actual sales of butter in 
the central market was a better basis for sale contracts, 
particularly when a disinterested party made up the quo- 
tations. 

Mercantile exchanges. The mercantile exchanges are sales 
organizations similar to the local boards conducted in the cen- 
tral markets. The purpose of these exchanges is to facilitate 
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the marketing of commodities handled by the members, 
through providing a place where buyer and seller can meet. 
The exchanges themselves do not buy and sell the commodities. 
This is done by the members as individual merchants. 

The New York Mercantile Exchange and The Chicago Mer- 
cantile Exchange are examples of the larger exchanges of this 
kind. Such exchanges are usually incorporated associations 
with a membership composed of wholesalers, jobbers and 
others who are interested in wholesale trading. On the floors 
of these larger exchanges actual buying and selling between 
members take place under established rules of trading, and 
these transactions are generally a fair index of the tone and 
trend of the local market. On some of the smaller exchanges 
no actual trading takes place except private sales between 
members, and the “call” is largely for the purpose of talking 
over trade and market conditions and feeling out the market 
sentiment of the day. 

As a general rule exchanges themselves do not establish so- 
called official quotations for the market in which they are 
located, although in some cases this constitutes a rather im- 
portant exchange, activity. Various methods are followed in 
doing this, the more common being through price committees 
and acceptance of the last sale, offer or bid as the official 
market price fof the day. 

The more important exchanges have in the past rendered 
valuable services through the establishment of grades, inspec- 
tion services, and the collection of statistical information re- 
garding market supplies. In much of this work they were 
pioneers. 

The providing of grades, official inspection and trading 
rules have helped to place trading on a more intelligent basis 
and have served to eliminate disputes between dealers in the 
markets as well as between shippers and receivers. 

Boards of Trade, The Boards of Trade that are best known 
as market institutions are those that act as grain exchanges, 
such as the Chicago Board of Trade, the Minneapolis Chamber 
of Commerce, and the Duluth and Kansas City Boards of 
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Trade. Grain exchanges are incorporated associations whose 
members are largely grain dealers and millers. 

The first grain exchange is said to be the one that developed 
at Genoa, Italy. For many generations buyers and sellers of 
grain congregated around the Genoa docks and gradually rules 
of trading were formed and in time a building was secured.^ 

The exchange in Mark Lane, London, developed in some- 
what the same way during the eighteenth century. After the 
repeal of the Corn Laws the Mark Lane institution became the 
center of a huge international trade. 

Grain exchanges developed in America during the middle 
of the nineteenth century. The Chicago Board of Trade was 
organized in 1848 and was incorporated in 1850. In its mem- 
bership are now represented practically every large grain com- 
mission and elevator company in the United States. Many 
millers, elev^tcr managers, brokers and bankers are members, 
some importers, and a few memberships are owned by mem- 
bers of the New York Stock Exchange. 

A grain exchange itself does no commercial business. It 
does make and enforce trade rules for its members and collects 
and distributes a vast amount of trade, crop and market news. 
In the office of the grain exchange is a trading room, “the 
floor,” well equipped with quotation boards, sample tables, 
telephones, telegraph booths, and all the equipment that 
facilitates the transaction of business by its individual mem- 
bers. If the exchange conducts future trading it also has a 
“pit” as part of its “floor.” It may have as many as four 
pits, one each for wheat, corn, oats and provisions. In action 
it presents an exciting picture. 

Two kinds of trading take place on these large exchanges: 
trading in cash or spot grain and trading in grain for future 
delivery. Many exchanges that trade in spot grain do not deal 
in futures. 

Trading in cash means the trading in the grain actually 
sold by sample on the floor. It includes grain bought or sold 
“to arrive” or “for shipment.” Trading io futures means the 

^ Smith, Rollin E., "Wheat Fields and Markets of the World." 1908. 
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sale and purchase of a certain amount of grain at a certain 
price to be delivered in some specified future month. 

In the cash market of the Chicago Board of Trade ap- 
proximately 300,000,000 bushels of grain are involved. A 
considerable portion of it is consumed in Chicago, but most 
of it is shipped on to markets in the East and South — some 
of it for export. There is strong competition between mem- 
bers of an exchange and between exchanges. 

Trading in futures may be of two kinds. “Hedges” may 
be made against actual bosiness transactions, or the transaction 
may be purely speculative. Such speculative transactions may 
involve either buying or selling. A true “hedge” is not specu- 
lative, for it represents actual grain and its purpose is to 
prevent the profit made in a transaction from being lost 
through fluctuations in price. For instance, large dealers often 
hedge against sales by buying in the future market and closing 
out these hedges when they buy the cash grain. 



CHAPTER XXX 
MARKET INFORMATION 

The leaders of American farmers, the teachers in the col- 
leges, the extension workers and the agricultural editors have 
a grave responsibility placed upon their shoulders. It is in the 
light of the information which they provide, interpreted by 
methods they have taught, that farmers must make decisions 
from day to day as to what to produce and the methods they 
should use in production and marketing. 

If there any one thing more than another to avoid in this 
leadership it is the danger of putting too much faith in any 
one outside adjustment, such as government regulation of 
marketing institutions, the tariff, or the more direct methods 
of price-fixing, as the remedy for the farmer’s ills, and giving 
too little attention to what the farmers themselves can do in 
the way of reducing costs, improving the quality of their 
products, and readjusting their cropping systems. 

To illustrate what is meant by looking too entirely to one 
remedy and ignoring others equally if not more imnortant, 
attentivm may be called to the view held by a leader of farmers 
who was in Washington in 1921. Slated briefly it is this: 

“The farmers will take care of the production problem with- 
out any further aid from the Department of AgricuUure and 
the Agricultural Colleges if they will only provide an outlet 
for farm products at a satisfactory price.” 

This would certainly be a boon to the farmer. It would 
greatly simplify the problems of farm management if the 
markets could be so controlled as to absorb at a satisfactory 
price anything which the farmers may choose to produce and 
in any quantity which the efforts of man and the response of 
nature may determine. Those who feel this to be a simple 
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task should not overlook the fact that it involves the full con- 
trol of the desires of the consuming public and the power so 
to adjust these desires that the demand would always equal 
the supply at a price satisfactory to the farmer. It has, ap- 
parently, been assumed by some that essentially this result can 
be attained through educational or booster campaigns to in- 
crease consumption. 

What can be done in this direction is very limited. Some- 
thing can be done to swing consumption from one line to an- 
other, but this method can have little effect upon the total 
demand for farm products. If anyone should discover an 
Aladdin’s lamp or any other magic instrumentality which 
would enable him to control consumption completely and, at 
the same time, guarantee the happiness of the consumers, he 
would find a large field of activity. 

Pending the discovery of this or some other panacea, it is 
believed that 90 per cent of what the farmer can now do to 
improve his marketing situation consists in the adjustment of 
his production to the demands of the market. The remaining 
10 per cent lies largely in the field of local cooperation with a 
view of providing facilities which would otherwise be lacking 
and of avoiding unfair charges for middleman services. 

The farmer needs facts. As to what the Department of 
Agriculture and the Colleges and Experiment Stations can do 
to help the farmer solve the marketing problems, three-quarters 
consists in providing in an intelligible form the fact basis, 
through research and education, in the light of which the 
farmer must act in adjusting his farming operations to the 
demand of the market. The remaining one-quarter lies largely 
in the field of a careful study of the marketing processes and 
the cost of middleman services, the establishment and ad- 
ministration of grades and standards, controlling the quality 
of the middleman services, and protecting producer and con- 
sumer against unfair charges for middleman services. 

What has been said should not be understood as minimizing 
the importance of cooperation among farmers. In fact, much 
of the adjustment of production to the market, especially with 
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regard to the kinds and qualities of the products, will be 
promoted by cooperative marketing undertakings. But, it is 
desired to give especial emphasis at this time to the idea that 
the marketing problem, so far as it is a problem of securing a 
satisfactory price for farm products, is to be solved largely 
through the adjustment of the supply, both with respect to 
quantity and quality of products, to the anticipated demand, 
and must come in large measure through the right direction 
of production. 

One cannot be oblivious, of course, to the fact that the 
farmer sows definite acreages without knowing in advance 
what the result will be in bushels. In this his position is 
entirely different from that of the manufacturer. This adds 
greatly to the complexity of the problem of adjusting the 
supply of farm products to the demand. It is believed that 
public-spkittJ ix'ople in general would look with favor upon 
a system which would tend to overcome the irregularities in the 
supply upon the market because of natural forces, if the con- 
trol involved in carrying out this policy could be so exercised 
as to guarantee fair play for the consumer as well as the 
producer. 

If he is to act intelligently in the management of his farm, 
with a view to the right adjustment of supply and demand, 
the farmer must be provided with adequate knowledge of the 
world’s probable needs and the production of the various 
parts of the world to meet these needs. He must know not 
only the quantities produced in the various countries, but the 
comparative costs of production in each of the competing 
regions of the world, including the cost of putting the product 
on the common market. He needs to know not only the 
present condition of the production and consumption through- 
out the world, but he needs to know and be able to interpret 
the changes which are taking place in production and in con- 
sumption in order that he may be in a position to adjust his 
farming to changes which effect prices and profits in given lines 
of production. 

The work which the United States Department of Agricul- 
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ture is doing to provide economic information for farmers may 
be divided into three classes: viz., market news, inspection of 
products to determine quality and condition, and statistics of 
production and consumption throughout the world. 

Market news services. Organized market news services, 
worked out along varying lines to fit the conditions of the 
commodities involved, are available on live stock and meats, 
cotton, grain, hay, feed and seed, fruits and vegetables, and 
dairy and poultry products. Then there are services during 
certain seasons on other products such as honey and peanuts. 
All of these services have the same primary purposes, chief 
among them being the voluntary and businesslike regulation of 
the flow of farm products to meet the demand. An under- 
stocked market in one place and an overstocked market some- 
where else, with resulting variations and fluctuations of prices, 
are not conducive to the economic and financial welfare of the 
nation and, with abundant supplies in the aggregate, there is 
no good reason why such a condition should exist. 

(i) Fruit and vegetable news service. It is in the case of 
fruits and vegetables that the work actually reaches out into 
the heart of the farming country. Each year during the sea- 
son of shipping 20 important fruits and vegetables, field men 
are stationed in many of the large commercial producing 
areas. These meh report to Washington by wire daily as to 
quality, condition, local buying demand, and prevailing prices. 

By an arrangement with 417 transportation lines, including 
steam and electric roads, boat lines, and express companies, 
the Bureau of Agricultural Economics receives daily reports 
of carlot. movements of 42 important crops. During the fall, 
when carlot movements are at their height, as many as 300 
telegraphic reports of this nature are received daily, each 
covering a railroad division. Meanwhile, market reporters on 
the large markets are sending in to W^ashington reports of 
receipts and visible supplies, quality, condition, prices, and the 
prevailing tone of the markets. These reports from the field 
and from the markets are compiled, interpreted and distrib- 
uted within a few hours by telegraph from Washington, back 
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throu^ the field and market stations, so that the tomato 
shipper at Crystal Springs, Mississippi, and his competitor at 
Jacksonville, Texas, have this full report as promptly as the 
dealers on the large markets. 

With such information the producer can decide intelligently 
when and where to ship his products and the dealers know 
what is in the market and on the road. These field men 
usually begin operations in the far south in the winter and 
spring and follow the crop north. The strawberry reporter 
may begin his work at Hammond, Louisiana, in April, move 
on to the Ozarks in May, and reach the New Jersey region 
in June. Another strawberry reporter may have begun in 
Plant City, Florida, in February, reported next at Chadbourn, 
North Carolina, and been available for the Delaware region 
at the same time the other reporter reached New Jersey. 

The m^irlu tiiig of the cantaloupe crop of the Imperial Valley 
in 1922 furnishes a striking illustration of what may be ac- 
complished in distribution with the aid of the market news 
service. Acreage and production in that valley had been in- 
creasing in spite of the advice of distributors until all con- 
cerned feared glutted markets, for they faced a crop more 
than 5000 cars larger than the previous year. 

Before the opening of that season the 43 chief distributors 
who operate in the valley met with the representative of the 
Bureau of Agricultural Economics and drew up definite 
marketing plans. The consuming power of the large cities was 
charted, based on information gained from five years’ operation 
of the news service. Plans for the distribution of a maximum 
of 300 cars a day were drawn up and approved. 

Each day throughout the shipping period the distributors 
met with the Bureau representative and each shipper gave 
his intended number of shipments for the day, with destina- 
tions. The totals of the intentions were compared with the 
consuming power of the cities, as charted, and with shipments 
they had recently received. If it appeared that certain cities 
were being overstocked, plans for shipm*'Mts were so shifted 
that a more even distribution would be effected. Single cars 
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went to smaller cities^ not previously slated to receive any, 
but shown on the records as capable of consuming an oc- 
casional carload. After shipments began to exceed 300 cars 
a day, the large distributors made a practice of trying to put 
their surplus into new markets instead of assuming that the 
old markets would use more cars per day just because they 
were received, as was usually assumed in earlier years. When 
shipments were around 300 cars a day, cars were billed direct 
to 60 cities; at 400 cars, destinations numbered 70; at 500 
cars, 85 cities received them; at 6co cars, 100; and on the 
peak day the 648 cars were billed to 115 different cities. Di- 
versions of cars enroute increased the total number of cities 
supplied. 

While many growers and distributors did not break even, 
the marketing of this immense crop was not attended by the 
feverish anxiety, headlong rush, and financial disasters wit- 
nessed in some previous years. 

The backbone of this Federal market news system is the 
leased telegraph wire operated by the Department of Agri- 
culture. It connects Washington with the largest markets and 
makes it possible to concentrate and redistribute a vast 
quantity of market information in the shortest possible time. 
In 1918 the fruit and vegetable division bad 32 permanent 
market stations 'and 71 temporary field stations located in 40 
states. Thirty-eight farm commodities were reported upon 
and 23,000,000 daily bulletins issued to some 125,000 pro- 
ducers, shippers, and produce dealers. Because of curtailments 
of congressional appropriations, these market reporting ac- 
tivities were subsequently somewhat contracted. Now they 
are expanding again to some extent. 

A weekly summary of carlot shipments is sent to a special 
list of subscribers composed largely of transportation officials, 
members of the trade, educational institutions, and others in- 
terested in such statistics. 

Several short, localized reviews of market conditions are 
prepared during each week for the news and agricultural 
press of the different crop producing areas. Several weekly 
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and monthly general market press reviews on the leading farm 
products are supplied to the representative news and trade 
periodicals, in which the material is arranged and treated with 
reference to the needs of each of the periodicals. 

Some crops do not enter the world market, so that domestic 
conditions are the only ones affecting farmers vitally. Some- 
times, as in the case of perishables like tomatoes, it is neces- 
sary to know conditions in only certain competing areas and 
in certain markets. Thus, shippers in the large tomato ship- 
ping section around Crystal Springs, Mississippi, must follow 
conditions in Florida and in the section around Jacksonville, 
Texas, but need not concern themselves much about other 
producing areas until their own season is nearing an end. 
Their distribution is increasingly wide, however, due largely to 
the Federal Market News Service that acquaints them with 
market coftifitious, so that they must watch practically all of 
the large markets east of the Rocky Mountains. Early ship- 
pers in Southern Florida and in the Rio Grande Valley have 
to watch also the imports of tomatoes from Mexico and the 
West Indies. 

The semi-perishable onion, on the other hand, comes into 
competition not only with those from other shipping districts 
having the same season, but the holdover of northern-grown 
onions still in storage may affect demand and prices for the 
early crop of Bermuda onions when their shipment begins 
from Texas, 

The problem, then, is to gather the right kind of informa- 
tion and to get it into the hands of the right kind of people, 
the kind that need it. Missionary work to create a demand 
for such information is no longer needed in areas of commer- 
cial production. The people want and will use more than can 
be supplied with the funds now available. 

(2) Live stock and meat news service. The news service on 
live stock and meats is conducted on a somewhat different 
basis. Here the market is the thing, and all the work centers 
around it. The service at Chicago, the great live-stock center, 
will serve as an illustration. 



468 OUTLINES OF AGRICULTURAL ECONOMICS 

An average of $3,000,000 of business is transacted every 
business day at Chicago and, except for temporary local con- 
ditions, prices at most of the other live-stock markets through- 
out the United States are based largely upon prices prevailing 
at this market. 

Beginning at 4.30 a. m. every day at the Chicago office, a 
representative of the Bureau of Agricultural Economics tele- 
phones the office of every railroad entering Chicago and re- 
ceives a statement of the number of cars of each kind of live 
stock expected to arrive at that market during the trading 
day. To this total is added the number of carloads that ar- 
rived during the night. With this information and his knowl- 
edge of the kinds of live stock shipped from the various sec- 
tions of the country at that season of the year and of the 
number of such animals usually loaded in a car, the Bureau 
representative is enabled to estimate closely the number of 
each class of animals that will reach the market for that day’s 
trading. Both the demand and trend of prices are governed 
to a considerable extent by this advance estimate of supplies, 
so it is essential not only that it be as accurate as possible, 
but that it be available at the earliest moment compatible with 
such accuracy. For this reason, a preliminary report of esti- 
mated receipts is released at 6 a. m., central standard time, 
and at 7 a. m. Is followed by another report which incorporates 
any changes made necessary by information received subse- 
quent to issuance of the first estimate. This report is con- 
sidered final for the day. 

About II a. m., central standard time, another estimate is 
issued indicating the number of head of each kind of stock 
expected to arrive in time for the following day’s trading. 
Naturally, this advance estimate of receipts is not so accurate 
as the estimate covering the current date; but, through the 
cooperation of railway officials and through an increase in the 
number of sources of information, the Bureau is endeavoring so 
to perfect its machinery that the percentage of error in all of 
these estimates will be reduced to a minimum. These esti- 
mates are of interest and value to all branches of the trade 
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and are particularly appreciated by eastern buyers who place 
orders for live stock on western markets. 

As the market opens at 8 a. m., the Bureau’s reporter must 
be on the job before that hour in order to “feel out” both 
buyers and sellers and sense the probable trend of the day’s 
trade, in addition to noting the early transactions which must 
be put on the wire, in the form of a “hog flash,” by 8:30 a. m. 
At 9:10 a. m. another brief report showing the condition of 
the hog market at that hour is sent out. 

The Bureau representatives cover the cattle, sheep and 
lamb markets as well as the hog market. About 10:15 a. m. 
a cattle and sheep flash is filed, and at 10:30 a detailed report 
is dispatched giving trade and market conditions as the}^ per- 
tain to cattle, hogs and sheep, together with detailed quota- 
tions on the various classes and grades of each species. The 
closing reptrf -'oi the day is released about 12:30 p. m., and 
covers any changes in trade conditions or prices which may 
have occurred after 10:30 a. m. Brief summaries of the day’s 
trading are also prepared for the various press associations 
which carry them to both afternoo.: and morning newspapers 
tliroughout the country. 

At every markf't where the Bureau maintains offices, any- 
where from one to four radio telephone stations broadcast the 
Bureau’s live stock and meat reports at frequent intervals 
throughout the day. The powerful navy stations at Arlington, 
Virginia, and Great Lakes, Illinois, also broadcast the same 
reports by radio telegraph. More detailed statements cover- 
ing conditions in the various markets are prepared daily, 
mimeographed, and mailed to those having use for such in- 
formation. Weekly reviews covering a seven-day period are 
similarly prepared and distributed. 

The Bureau covers several of the more important middle- 
western live-stock markets and also maintains offices in three 
large meat-consuming centers along the Atlantic seaboard, in 
Boston, New York and Philadelphia. 

At these eastern points Bureau representatives are on the 
wholesale meat market by 7 a. m. At 8:15 to 8:30 a. m. each 
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man telephones his office a brief report of trade conditions as 
he found them. These are put on the leased wire as early 
“meat-trade flashes.” At 9:30 a. m. the reporter returns to 
his office and files a more detailed report dealing with the 
various classes and grades of fresh meat. Following this he 
files a report quoting wholesale prices prevailing on that day. 

In addition to this daily market information, each Bureau 
representative obtains daily reports showing the number of 
carcasses of western dressed meat unloaded at his particular 
market. He also obtains from the wholesalers and commission 
merchants a daily report of the number of country-dressed 
carcasses received. From the City Health Department he 
obtains weekly reports of the number of animals slaughtered 
locally under city inspection. From the Bureau of Animal 
Industry he receives similar reports showing the number of 
animals slaughtered under Federal inspection. In this manner 
the Bureau of Agricultural Economics maintains an accurate 
current record of the available meat supplies in each of these 
cities. 

(3) General news services. How to make this market in- 
formation available to the scattered, unorganized farmers and 
dealers is a problem that has engaged especial attention during 
the past few years. The leased wires are of great value in 
collecting new^ and in getting it back in compiled form to 
market centers, but they cannot reach remote regions. 

Among methods devised to fill this purpose is a monthly 
market magazine called “Crops and Markets,” that carries 
articles of timely value on supply, demand, transportation, 
marketing practices, credits, and many related subjects, to- 
gether with weekly and monthly summaries and tabulated 
statistics accompanied by interpretative text. There is a 
marketgram service through which are released reports of 
1000 words summarizing national market conditions and 
prices on the leading agricultural commodities. These market- 
grams aim to present to the reader, almost at a glance, a 
picture of the marketing situation. They are issued every 
weekday except Tuesday and cover the markets for the week 
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ending on day of issue. They are carried over the leased wires 
to branch offices where they are immediately released to farm 
papers, other publications, banks and other central institutions 
that have requested them. 

Naturally the greatest popular interest prevails regarding 
the radio market news service, for its possibilities seem bound- 
less and its limitations are as yet uncharted. At present market 
reports are broadcasted several times each day from more 
than 80 radio telephone broadcasting stations and are being 
received by thousands of actual growers, shippers, millers and 
dealers in all sections of the country. Broadcasting by high- 
power radio telegraph stations of the Navy Department is 
making available to many remote radio telephone stations a 
volume of market reports that they could not get except by 
telegraph and at great expense. Rebroadcasting in this way is 
a means of di^^iibution that has great possibilities and one that 
will be much used. 

Each news service has been developed with certain definite 
aims in view whether the service be specialized or general. If 
we can reach a point where the chief producing areas of our 
farm products and the chief markets for them can be covered 
adequately for a period of years, and where we are properly 
supplied with definite, current information regarding foreign 
supplies, competition and demand, and if this information can 
be placed promptly in the hands of all who need it, we shall 
have taken a long step toward the goal of a rational, balanced 
agriculture. 

Impection service. The Food Products Inspection Service is 
yielding much information of great value to farmers, dealers 
and the public. Inspection under the Food Products Inspec- 
tion Law may involve any fact, condition or quality which 
affects the value of perishable products inspected. It may be 
invoked by any party interested in, or having custody of, the 
products. A fee is charged which approximately covers the 
cost of the service and a certificate is issued setting forth in 
detail all the facts discovered w^hich affect the value of the 
goods. Congress has made this certificate prima facie evidence 
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in all United States courts as to the true grade, quality or 
condition of the products when inspected. As a result the 
certificate is usually made the basis of settlement out of 
court. 

Market inspection may be desired to determine grade, 
quantity, quality or condition, or two or more of them. 

Standardization of perishables is making rapid progress. 
Larger and larger volumes of fruits and vegetables are offered 
or contracted for on the basis of grade. When deliveries are 
made, the receiver, if the market is declining, is anxious to 
secure a concession from the contract price and will often 
challenge the grade of the goods on the slightest pretext. The 
boxed apple crop of the Northwest and a large part of the 
potato crop arc sold on grade. The volume of these products 
is enormous and the number of honest controversies over the 
question of grade is large. 

The question of quantity may be raised on account of 
breakage, slack or improperly filled packages, or excessive 
shrinkage caused by evaporation, decay, or pilfering enroute 
to market. 

Inspections for quality usually involve grade but are often 
requested on products for which no grades are established. 
The controversy or complaint may involve maturit}^, color, 
freshness, flavot, odor, texture, freezing, or any factor which, 
by injuring the character of the product, tends to reduce its 
market value. 

Inspection for condition is likely to be asked when perish- 
ables arrive with many packages broken and the contents of 
the car disarranged and injured by accident or rough handling 
on the road. Improper loading and the use of frail containers 
are frequent reasons for arrivals in bad condition. General de- 
terioration, however, may result from deficient refrigeration, 
improper ventilation, delays in transit, freezing, general disease 
infection, and many other causes. 

The economic value of the inspection service is due to the 
fact that it expedites and renders safer the transactions 
based upon standard grades and also provides expeditious 
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machinery for the impartial determination of the facts upon 
which prompt settlement can be based in cases where the 
goods delivered are not exactly what the purchaser had a 
right to expect. In many cases fault may lie with the com- 
mon carrier, and many of the railway companies are making 
the inspection reports the basis of judgment in cases where 
loss and damage claims are filed by the shippers of perish- 
ables. 

The Federal Food Products Inspection Service, whether at 
market or shipping point, adds greatly to the safety of the 
farmer’s business. Shipping-point inspection of perishables 
resulting in an impartial report of the grade and condition of 
produce when shipped — and which will tend to eliminate at 
the source produce unfit or unprofitable for shipment — is 
rapidly becoming available on fruits and vegetables through- 
out the couiiliV. Most state inspection work of this kind is in 
cooperation with the United States Department of Agriculture, 
so that the certificate is both state and Federal. Shipping- 
point inspection has long been in urgent demand. It has come 
to stay and it will be expanded both as to areas covered and 
as to commodities. The initial growth of the service has been 
almost spectacular. 

If farmers know the quality and condition of their produce 
when shipped — ^know what grade of stuff it is, know that 
it is well packed in the original containers and in a suitable 
car — one obscure spot, the country end of marketing, has 
been cleared up. If they know their markets thoroughly be- 
fore they ship — know what these markets wiint, who else is 
sending produce there, and prices that are being paid — an- 
other obscure spot has been cleared up, this time at the city 
end of marketing. If they have a disinterested report on the 
exact quality and condition of their produce when it arrives 
at the market, they know at least just what happened on the 
way between country and market. With studies of diseases 
well under way, and studies of efficiency of railway equipment 
and shipping methods being made, they will soon be in a posi- 
tion to know why changes that may occur during the trans- 
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portation period do take place. In fact, there are most en- 
couraging signs that the time will come, and not so very far 
in the future, when we will have a long series of searchli^ts 
directed all along the route from the farm to the market. 



CHAPTER XXXI 

CROP ESTIMATES AND FORECASTS 

The United States Department of Agriculture has developed 
an efficient and comprehensive crop and live-stock estimating 
service surpassing that of any other country in the world. 
This service yields many facts that are essential in adjusting 
the supply to the demand. 

There is much private crop estimating and there are many 
market ne\^s' services, but none of these is in a position to get 
full information and distribute it to all interested parties, A 
point of view in the trade is “Information is valuable only 
if I have it and the other fellow does not.” It is to get away 
from the special advantage of the few who arc best able 
to secure private information that official crop estimates and 
the market news services have been developed. Not only 
does this source of special advantage tend to pass with the 
perfection of the official service, but orderly production and 
orderly marketing follow as a natural result of better informa- 
tion more widely distributed. 

Crop and live-stock estimates. The various private crop- 
estimating agencies which are now in existence practically 
without exception are maintained by the dealer element in 
the market. Because of his isolation and relatively small size 
of business, the producer must depend upon governmental 
agencies for his information on crop production and market- 
ing. The crop reporting service of the Department of Agri- 
culture is, in its very nature, a service unit in which individual 
farmers pool their information for their mutual benefit. 

Estimates of acreage, yield and production of every im- 
portant crop are made annually. In the determination of 
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acreage, the service utilizes over 150,000 farmers who report 
on the changes in acreage for their own farms or for their 
localities. Estimates of yield per acre are likewise secured 
from a smaller list of about 40,000 farmers. Every source 
of information is utilized to render these estimates as accurate 
as possible. Among the checks on production are enumera- 
tions of acreages by state assessors; statistics of carlot ship- 
ments of various commodities; railroad tonnage statistics; 
reports of producers’ associations; census reports on cotton 
ginned; reports of manufacturers using farm products such as 
canned goods, dried fruits and sugar; and the reports of state 
and federal inspection boards. 

Estimates of the number of animals on farms and the 
production of certain animal products are likewise made an- 
nually. Just as in the work of estimating crop acreages, re- 
ports of large numbers of farmers are utilized and again all 
possible checks are applied to secure the greatest possible ac- 
curacy of results. 

In the forecasting of probable crop production during the 
growing season, prospective yields per acre are based upon 
the condition reports of farmer reporters. Such reports have 
been secured for over fifty years. Comparison -of reported 
condition to actual yield in the past forms the basis for fore- 
casting the probable output per acre in the current year. 
When applied to the estimated planted acreage, the production 
forecast combines both acreage and condition reports into one 
estimate which is comparable to previous forecasts and the 
records of harvested production in past years. 

In the Washington office about 90 adminstrative officers, 
statisticians and statistical clerks are employed. In the field 
are employed nearly 50 statisticians and about 75 clerks 
and collaborators. The field men are trained statisticians 
and expert judges of crops. They travel over their states 
monthly, personally inspect the crops, interview the best- 
informed men, and maintain a corps of selected crop and live- 
stock correspondents, numbering from 300 to 3000 well dis- 
tributed in each state. In addition to the regular reporters 
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of the service who report on the condition and yield of crops 
and the numbers of live stock, information is secu*:ed from a 
large list of country dealers who report on prices, from lists 
of mill and elevator operators and from special reporters on 
many crops of local commercial importance. In all, the De- 
partment of Agriculture has the cooperation of over 250,000 
persons throughout the country who make voluntary reports 
when called upon to do so. 

While crop estimating has been in existence for many years, 
only recently has the work had any like extension in the field 
of live-stock statistics. An example of the bad result of lack 
of knowledge on the part of farmers and middlemen is that of 
the low price of hogs during November and December of 
1921 and the scarcity of meat stocks during the following sea- 
son. No adequate statistics were available with regard to the 
supply o£ iiogb coming to market. The packers apparently 
overestimated the supply yet to come from the country. As 
a result hog prices were lower than were justified by the con- 
ditions of supply and demand and, at the end of the winter’s 
run in the packing houses, the storage honses lacked a very 
great deal of the normal stocks of pork. 

With the hope that lack of knowledge might not be the 
excuse if this should occur again, the Department of Agri- 
culture began to obtain statistics on pig production during the 
spring of 1922. Thanks to the cooperaliiin of the ruial mail 
carriers, a fair estimate was made of the supply of hogs avail- 
able for the markets the following fall. The statistics showed 
an increase in the corn belt of i4}'j per cent in the 1922 spring 
pig crop over that for 1921, and it showed an increase of 49 
per cent in the number of brood sows being kept for fall 
litters. 

As one studied the situation, this was rather what might 
have been expected from the price relations which had existed 
between corn and hogs. Hogs were very high in proportion to 
the price of corn, but anyone who has studied price trends 
for a series of years knows the fatal tendency of farmers to 
overdo hog production when hogs are high in relation to corn 
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and to overdo corn production when corn is high in relation to 
hogs. With these facts in mind, warnings were issued in 1922 
against such a large increase in the fall pig crop. Whether 
these warnings had any influence or not, it is nevertheless true 
that the actual number of sows farrowing in the fall of 1922 
was 28 per cent above that of the previous year instead of 49 
per cent as was intended. Similar estimates and forecasts were 
made regarding hogs for 1923, and, in spite of the trends in 
prices which should have led farmers to hold back to a more 
nearly normal relation between the number of hogs and the 
number of acres of corn, hog production reached the point 
where it was very much more profitable to sell com than to 
raise hogs. One objective of the Department of Agriculture 
is to give such information with regard to farmers’ intentions 
to plant corn and to breed hogs on the one hand and world 
market conditions on the other, as will enable them, in the 
light of the knowledge of what has happened in the past with 
regard to violent fluctuations in the relations between the 
prices of hogs and corn, to forecast the true situation and 
maintain a proper balance between hogs and corn. 

In April, 1923, the Department of Agriculture published 
for the first time a statement of farmers’ intentiems to plant 
the various crops throughout the United States. The table on 
P4ge 479 shows the intended plantings in percentages of the 
1922 acreages planted or har\^ested, as indicated, the compari- 
son with the five-year average from 1918-1922 and also with 
the five-year average 1909- 19 13. An additional column shows 
the July, 1923, estimates of acreage planted in 1923 in per- 
centages of 1922. 

By studying these figures it will be noted that there is a 
very close resemblance between the figures showing intentions 
to plant and the figures showing estimated plantings. This, 
of course, should be true where the intention survey does not 
point out needed readjustments in plans. 

The figures shown by the intention survey were considered 
by the first committee on Agricultural Outlook which met in 
April, 1923. When the Committee looked over these figures 
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TABLE XXXIII 

Estimates of Intended Plantings and Actual Plantings 



Intended Planting 1923 as Issued 
April 20, 1923 

July Esti- 
mates of 
1923 Acre- 
age Planted 
in per cent 
of 1922 

Caors 

Per Cent 
1922 
Acreage 

Per Cent 
of Past 
Five-Year 
Acreage, 

(iO»8 1922) 

Per Cent 
of Five-Year 
Average 
Acreage, 
(1909-1913) 

Cotton per cent of 
planted acreage 

112.0 

109.0 

108.7 

112.6 

Spring wheat per cent of 
harvested acreage .... 

94.S 

83.8 

96.5 

94.9 

Corn per cent of har- 
vested acreage 

102.6 

103.2 

100.9 

100.7 

Oats per cent of har- 
vested acreage 

102.6 

97.8 

III.9 

iOI.I 

Barley per cent of har- 
vested acreage 

10S.7 

100.5 

102.5 

108.0 

Flax per cent of har- 
vested acre!i?'t: 

189.0 

162.7 

90.3 

182.7 

Irish potatoes per cent of 
harvested acreage 

90.9 

99.6 

107.0 

89.9 

Sweet potatoes per cent 
of harvested acreage.. 

975 

107.6 

175-8 

90.2 

Tobacco per cent of har- 
vested acreage 

1 10.0 

108.9 

155-1 

102 .1 


they deliberated upon the increase of lo per cent in the to- 
bacco acreage over the previous year, with its accumulative 
effect, owing to the fact that it was also 55 per cent above the 
pre-war average. As a result they gave a definite warning to 
tobacco producers in a statement which reads as follows: 

“There is nothing in the probable demand (for tobacco) sufficient to 
offset the contemphted increase of 10 per cent in planted acreage, par- 
ticularly when we consider that the 1922 acreage was above the normal 
and that the trend of prices since 1920 has, on the -..hole, been 
downward.” 

Whether or not this statement was the occasion of the 
dbange in the farmer’s idea of what to do, it is a fact that the 
July estimates showed an increase of tobacco acreage of only 
2.1 per cent instead of lo per cent. 

This kind of information is expensive, but the United 
States Department of Agriculture is not only discovering 
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every month new ways to collect and make available this in- 
formation, but also new ways to reduce the attendant expenses. 
States, organizations and farm and commercial agencies are 
constantly aiding in this work and devising new ways to 
extend it without undue expense. The result is a vast in- 
formational network spread out over the entire country and 
reaching to many foreign production fields and markets. As is 
essential, the National Government takes the lead in this work 
through its Department of Agriculture with its large Washing- 
ton force, its branch offices, state representatives and field 
men. 

Apiadtural forecasting. A forecast is a statement of what 
may be expected to happen based upon present conditions and 
observations interpreted in the light of previous experience, 
and it is the basis of planning beforehand what action to 
take in order to secure a desired end. 

Farmers of necessity make forecasts. In the light of their 
knowledge of the physical and economic environment, they 
decide what they will undertake to do for the coming year — 
how much land they will use, the acreage they will put in to 
each of the various .crops, and the live stock they will keep as 
a part of their farming operations. Farmers are nSt the only 
ones who make agricultural forecasts. Merchants who deal in 
farm products giv'e even more attention to agricultural fore- 
casting than do farmers themselves. In so far as the economic 
factors are concerned, farmers too generally determine how 
much they will produce next year of a given crop on the basis 
of present prices rather than on prospective prices. As a result 
they have often planted high-priced seed in increased quanti- 
ties and sold the increased quantities of product at low prices 
and, in turn, planted lightly of low-priced seeds and had a 
small production to sell at high prices. 

The buyers of farm products take into account not only 
produce on hand, but the probable future supply of the 
product which may be forthcoming. If there is a lo per cent 
surplus of the product of one year to be carried over to the 
next year, the buyer of this surplus naturally bases the price 
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he is willing to pay upon the probable price he will be able 
to secure the next year, and this he bases on the forecast of 
what will probably be produced the next year. 

While forecasts have always been made by farmers and 
merchants and will continue to be made, it is believed that 
agricultural forecasting can be made more accurate by bring- 
ing to bear historical and statistical methods of collecting ma- 
terials which will add to the accuracy of this forecasting. A 
knowledge of present trends in production and prices in the 
light of past experience will add greatly to the accuracy of 
forecasting. Furthermore, knowledge of the intentions of 
others, who are simultaneously figuring on making readjust- 
ments, will improve the basis of passing judgment. The pur- 
pose of agricultural forecasting is the wise guidance of produc- 
tion in orde^r that there may continue to be a proper balance 
between the various lines of production and between agriculture 
and other industries. 

Forecasting can be viewed not only from the standpoint of 
the individual farmer and the merchant dealing in farm prod- 
ucts, but also from the national point of view — the supply of 
food and raw materials for the nation throughout a series of 
years. 

From the individual point of view, forecasting is the basis 
of wise farm management and marketing. 

From the national point of view, forecasting is the basis of 
a national agricultural policy. From the latter point of view, 
agricultural forecasting centers about the question of the right 
utilization of land — ^how much should be used for each of the 
cultivated crops, how much for grazing, how much for forestry, 
and how much for parks and jjlaygrounds in order that the 
maximum of national well-being may be attained. Thus we 
see the very close relation between farm management and land 
economics in a discussion of the purposes of agricultural fore- 
casting. 

In periods of unsettled economic conditions, agricultural 
forecasting is of great importance. The World War has 
thrown economic relations out of equilibrium. The agricul- 
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tural depression has resulted in efforts on the part of farmers 
to improve their situation through readjustments. This led 
the Department of Agriculture to undertake the work of 
improving the basis of forecasting. From the work of the 
Division of Crop and Livestock Estimates has gradually de- 
veloped the collection of materials which form the basis of 
great improvements in agricultural forecasting. Estimating 
the acreage of crops that had been planted and the condition 
of crops at given periods while in progress of growth naturally 
led to forecasting the resultant in bushels, bales or other quan- 
tity measures. These forecasts were particularly valuable 
from the standpoint of adjusting prices on the basis of probable 
supply and demand. In the absence of knowledge of the pros- 
pective supply, prices may be very much too high or very 
much too low. The more accurate the forecast, the more 
steadily we may pass from the sale of one year’s crop to an- 
other without violent price fluctuations. 

While a knowledge of the amount of product which had been 
produced was valuable to the farmer in selling his product, it 
was not of very great advantage to him at planting time in 
determining what changes he should make in his production 
with a view to securing a satisfactory return for his efforts. 
Intention surveys have been inaugurated with a view to giving 
more intelligent direction and greater stability to agriculture 
in periods when readjustments are in danger of resulting in 
violent movements from one line of production to another. 
The idea has been to secure this information and publish it 
early enough to give farmers opportunity to make changes in 
their plans. But not only is it important that farmers have a 
knowledge of what their competitors are planning to do in 
the way of increasing or decreasing given lines of production 
which may affect the supply side of the equation, but it is 
also important to have some forecast on the demand side of 
the equation. With a view to providing a better basis for 
forecasting on the part of farmers, a committee of economists 
and statisticians, later known as the Committee on Agricul- 
tural Outlook, has been formed by the Secretary of Agriculture 
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to supplement the work done by the workers of the Depart- 
ment. 

The purpose of this committee was to make a forecast based 
upon the best materials the Department of Agriculture was 
able to assemble and such evidence as the members of the com- 
mittee were able to bring with them with regard to the trend 
of affairs in the production of certain crops and certain kinds 
of live stock, and to prepare a statement regarding the outlook 
with respect to the demand for farm products. It was be- 
lieved that statisticians and economists, who are continually 
studying world economic relations and who know the judg- 
ments of large numbers of business men throughout the coun- 
try with regard to what will probably happen in the relatively 
near future in business conditions, can add greatly to surh ma- 
terial as the Department of Agriculture can secure in provid- 
ing a basis of judgment for the American farmer who is laying 
plans for-'hfs inx* season^s work. In the main, the early re- 
ports on the Agricultural Outlook were received with favor. 
The brokers who benefit by having more information than 
the public have proved to be the primary sources of objection. 

The reports on agricultural outlook have improved year after 
year. It is believed that in the course of a few years these 
reports will be still further improved and farmers will learn 
how to make use of them in such a way as to make this phase 
of agricultural forecasting extremely valuable as a guide to the 
American farmer. 

Statistical analyses of prices of farm products are being made 
in the Department of Agriculture w^hich will give a better basis 
than has ever been available for forecasting movements in 
prices of farm products. Commercial statisticians furnish a 
similar service to business men. The effort of the United 
States Department of Agriculture is to put the farmer on an 
equal footing with the merchant. In price-analysis studies 
each farm product is considered individually. Mathematical 
measures of the relation between the price and the supply- 
and-demand factors are computed. It is known that economic 
adjustments are not simultaneous. Some readjustments al- 
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ways take place quickly, while others come after very con- 
siderable delay. Hence, certain economic movements forecast 
others. By studying the usual relationship in making adjust- 
ments, it is often possible to predict for farm products changes 
in demand and price movements. The probable error in the 
prediction resulting from the use of the relationship so calcu- 
lated is being computed. The farmer will then have his risks 
more clearly defined and his producing and marketing policies 
will rest on a more scientific basis than has ever been possible 
in the past. This historical and statistical analysis of supply 
and demand and price movements supplements the work be- 
ing done in the field of crop and live-stock estimates, particu- 
larly with respect to the demand side of the problem, and will 
do much to provide a better basis for passing judgment on the 
agricultural outlook. The application of this information will 
help adjust production to market demands. 

The systems and methods of forecasting which have been 
discussed have reference largely to throwing more light on the 
immediate trends in conditions that determine the prices of 
crops and live stock. It is also highly important to be looking 
ahead in order to determine the long-time trend with respect 
to agricultural development. Indeed, it may be true that the 
long-time trend is obscured by existing short-time*^ trends. For 
instance, a temporary depression in the prices of certain farm 
products may tend to make the public forget a steady decrease 
for more than two decades in the acreage of crops and live stock 
per capita. 

Recognizing the importance of considering the long-time 
trend the United States Department of Agriculture is bringing 
together the facts with regard to the past trend and the future 
outlook during the next three or four decades with respect to 
crop and pasture acreage, per capita and total consumption, 
exports and imports, and changes in productivity per unit of 
land area. These lines of study are focussed on the objective 
of trying to determine the probable requirements of land for 
crops, pasture, and forests, as it is recognized that these three 
uses are to some extent competitive for our available land area. 
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The adaptability of the land not now in crops for these three 
uses is also being studied. 

Like all kinds of forecasting, an attempt to study the long- 
time trends is subject to the uncertainties of future events, but 
no less so than is the case with short-time forecasting. At 
least it provides a well-considered outlook on the probabilities, 
and it will provide an intelligent basis for determining state 
and national policies with respect to immigration, foreign trade 
in farm products, forestry, reclamation and land settlement, 
and the wise utilization and administration of the remaining 
public domain. 

While agricultural forecasting by public agencies is a new 
thing, good progress is being made and it is believed that, if 
the work in this field is confined largely to the collection and 
dissemination of facts which give the basis of judgment on 
the part of farmers and others in making decisions for them- 
selves, the benefits will be very great. It will put farmers as 
a class more nearly on an even basis with workers in other in- 
dustries in deciding whether to continue in accordance with 
their old plans or readjust their production because of perma- 
nent changes which may have taken place in marketing con- 
ditions. Thoughtful students should give careful attention to 
this new field of work. 

Research the basis jot education. Production methods are 
so varied in different parts of our country, geographical and 
economic conditions are so different, and so many of these 
conditions vary from year to year that careful and continual 
research is necessary to form and keep an accurate picture of 
agricultural production before our eyes. 

Research, education and extension activities should furnish 
the facts on which national adjustment of production to mar- 
ket conditions may be based. This adjustment of the supply 
to the anticipated demand through the right direction of pro- 
duction is one of the promising methods of improving the farm- 
ing situation. 

So interrelated are the various functions of marketing, and 
so diverse are the characteristics of the agencies performing 
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them, that thorough-going research is required to secure and 
evaluate all the facts in order that a clear and accurate picture 
of the marketing process may be presented to the mind. 
With these functions thoroughly understood, and with the na- 
ture of existing agencies charted in all their diversity of meth- 
ods, equipment, efficiency and charges, the way is opened for 
those studies and comparisons of methods that will yield a 
yardstick by which these existing methods may be measured 
and judged. These is no one best way. Adjustments and 
adaptations will always be necessary. Weaknesses and strong 
points become evident only by comparison, and safe compari- 
sons cannot be made until the facts are well known. This 
furnishes the basis for continued research in all lines having 
for their objective improvement in the successful production 
and marketing of agricultural products. 



CHAPTER XXXII 


PRICE-FIXING AND THE COST OF FARM PRODUCTS 

In other chapters attention is called to the ways in which 
farmers may cooperate and the ways in which governments 
may regulate the activities of middlemen with a view to se- 
curing fair prices for farm products. In this chapter attention 
will be given to the question of price regulation as a means of 
solving the marketing problem. 

Many who in the past have been satisfied to leave the fixing 
of prices\uf ’ i’aim products entirely to competitive forces oper- 
ating under the law of supply and demand now see the need of 
commissions to adjust prices. The price commission, to be 
successful, cannot represent a class, but must stand for eco- 
nomic justice to all classes. The condition and needs of the 
producer, the distributor, and the consumer must be considered 
with equal care. The biggest problem in price-fixing is to get 
the facts needed as the basis of action. 

For many years the idea of price control has received the at- 
tention of farmers who have been hard pressed to make both 
ends meet. Dollar wheat sounds cheap now, but at one time 
it looked like a cure-all for the ills of the Dakota farmers. 
The control of cotton prices has often been talked about in 
times of low prices, and the price of Burley tobacco was more 
than doubled by the concerted action of farmers in holding 
their product and refraining from growing a crop in 1908. 
In all this agitation it was argued that the price should be 
enough to pay the cost of production and a reasonable profit. 
This point of view stimulated interest in farm cost accounting 
as a basis for price-fixing. 

The United States Department of Agriculture and many 
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state experiment stations have cooperated with farmers in 
keeping detailed records of man and horse labor, the use of 
equipment, and other elements of costs, as well as the yield, 
in quantity and value, of each kind of product. Occasionally 
a farmer has undertaken detailed records on his own initiative 
and without official aid, but the clerical work necessary for 
keeping a complete system of cost accounts is more than most 
farmers have time to do. 

In the official promotion of farm cost accounting, the purpose 
has not always been well defined; but there have been at least 
two points of view. A position taken by many who are inter- 
ested in the marketing problem is that costs should be known 
in order that they may be used as a basis of price-fixing. A 
view held by some who are interested in the problems of farm 
management is that cost accounts show the relative profitable- 
ness of competing crops and live-stock enterprises, and hence 
give the starting point for scientific farm management. 

It would seem that the I'ederal Food Administration in fix- 
ing the price of wheat, and the Chicago Federal Milk Com- 
mission in its work of the winter of 1918-19, assumed that cost 
of production is the foundation of price-fixing, yet when these 
officials have approached the final problem of price-fixing, 
they have found themselves confronted with unexpected diffi- 
culties. 

Why all this difficulty in the use of cost accounts as a basis 
of price- fixing? There are doubtless many reasons, but there 
are three of unusual importance. First, variation in costs; sec- 
ond, joint costs; and third, disagreement in the elements of 
costs. But in spite of these difficulties, accounting may be 
so organized as to furnish information of some value in price 
control. 

Variation in costs. There is a very wide range in cost figures 
secured by careful methods of accounting, and there are wide 
ranges in the estimates of costs by different producers. On the 
basis of a farm management survey made on 51 farms in one 
dairy district in Wisconsin, the return per dollar of annual out- 
lay ranged from 77 cents to $3.05. The results of the Wiscon- 
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sin Dairy Cow Competition carried on in 1 909-11 illustrated 
this point. The return per dollar’s worth of feed consumed by 
the 398 cows in this contest varied from 92 cents to $2.71 ; the 
average of the best ten was $2.38 worth of product per dollar’s 
worth of feed and the average of the poorest ten was $1.1 1. 

With wide ranges in the costs of production, which cost shall 
be accepted as the basis of price-fixing? The average has been 
seriously suggested but abandoned in disgust when it has been 
realized that a price fixed on the basis of average costs would 
probably result in a loss on half the farms. 

The marginal or greatest costs have also been suggested. 
Economists have a theory that prices tend to equal marginal 
costs; this is thought to be true because it is assumed that the 
man who is producing at a loss will drop out, or, if the supply 
is short the price will rise to the point attracting others less fa- 
vorably situated to enter the same line of production, thus 
tending to maintain the price at a point equal to the greatest 
cost, though at any given time they might be far apart. There 
seems to be some relation, therefore, between the highest cost 
necessary to produce the desired sui)piy and the price which in 
the long run will have to be paid in order to get the desired 
supply. 

Disagreements regarding cost factors. Determining the 
price at which to charge supplies produced upon the farm 
presents further difficulties in this regard. Shall feeds be 
charged at cost of production or at market price? In calculat- 
ing the cost of a 1918 corn crop, should the seed corn be 
charged at the cost of production or at the market price? A 
similar question arises with respect to seed potatoes. In fig- 
uring the cost of milk the question arises: Should the hay, the 
oats, and the com produced on the farm be charged on the 
basis of cost of prcxluction or at the market price? There 
seems to be an accepted rule of accounting which gives definite 
directions to charge all the produced supplies at cost and not 
at market price. On the other hand, farm cost accountants 
connected with the United States Department of Agriculture 
and the various experiment stations have quite generally 
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charged these produced supplies at market price minus the cost 
of delivering them to the market. 

A few years ago when the point of view was that of proving 
that dairying was profitable and an industry which should be 
stimulated by the press in every way possible, one agricultural 
paper held tenaciously to the old accounting rule of charging 
feed to the cows at cost of production because this magnified 
the profits of dairying by throwing the field profits into the 
dairy account. Now that the point of view has changed and 
the price of milk is looked upon as the objective point in cow 
cost accounting, this same paper is definitely of the opinion 
that produced feeds should be charged to the cows on the basis 
of market price. It is not difficult therefore to understand 
why there should have, been two opinions, on this point, before 
the Chicago Milk Commission. Each party accepts the rule 
of accounting which best serves his interest. 

If there were two methods of testing the amount of butter 
fat in milk, one of which favored the farmer and the other the 
purchaser, this same alignment of the interests would doubtless 
be formed. Fortunately there is one accurate fat test accepted 
by all, hence this occasion of trouble is avoided. What is 
needed is to settle this question in accounting in accordance 
with the economic principles underlying the case. 

Joint costs. The typical farm provides a much more difficult 
accounting problem than a sawmill, a flour mill, or a steel 
mill. The problem is more nearly comparable to that in rail- 
way accounting, where one expenditure affects a great number 
of sources of income. The farmer who produces but one crop 
is rare. On the typical dairy farm, corn, small grain, clover 
hay, and pasture, cattle, horses, and hogs are all produced. 
The same plows, harrows, and horses are used for the various 
crops which require attention at different seasons, and the same 
laborers are used for crops and live stock. When the com is 
being cultivated the corn is not only benefited but the land is 
being put into better condition for the small grain crop which 
will be grown the next year. When the land is prepared for 
small grain the seed bed for the clover is being prepared, while 
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oats or barley serves as a nurse crop for the clover plant, which 
in turn is able to draw up)on the nitrogen of the air and provide 
plant food needed for its own growth and for the com crop 
which is to follow. Hence the costs of these three crops are 
said to be joint costs. 

Under these circumstances, suppose it is found that the oat 
crop costs more than the market price, that the cost of oats is 
10 cents greater than the price. What can the farmer do about 
it? He can do a little figuring to see whether or not another 
crop which requires his attention at the same periods and 
which serves equally well as a nurse crop, barley for example, 
can be substituted with a profit or with a smaller loss. If 
not, should the farmer cut out the small grain crop? Usually 
not. The total cost of man and horse labor would be reduced 
little by omitting the oat crop, because oats and corn require 
labor at dijfferent seasons and are supplementary to each other. 
If this crop were not grown the hours of productive labor would 
probably be reduced and the average charge per hour for labor 
applied to the corn would be greater. 

But this is not all. Oats are used as a nurse crop for clover, 
and while it may be possible to grow clo\er without a nurse 
crop, this would cost nearly as much as putting in the oats. 
Hence the growing of small grain is usually the cheapest way 
to get a seeding of clover, and where clover thrives this is the 
best way to secure nitrogen for the corn crop. Thus it is the 
joint results of the joint costs which arc important. 

Having adopted a system of farming, the parts of it should 
be adhered to so long as the system as a whole continues to be 
attractive, and so long as each part of the system continues to 
pay better than the substitute which is competing for a place in 
the system. 

The corn, oats, and clover combination is not a complete 
system of farming in itself. It is usually combined with one or 
more live-stock enterprises. Beef cattle and hogs, dairy cattle 
and hogs, or straight dairying may be combined with this crop- 
ping system. In each of these systems there are many in- 
stances of joint costs. The joint cost of fattening steers and 
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hogs is commonly understood among feeders. Where butter 
fat and pigs and veal calves are the products sold, these three 
products have elements of joint cost. Where pure-bred cattle 
and milk are sold the costs are joint and inseparable; the im- 
portant question relates to the profit of the system as a whole. 

WTiere grade cows are purchased and used for the produc- 
tion of city milk wc approach more nearly to a specific cost of 
a specific product as far as the live-stock industry is concerned, 
with only a small by-product in the form of a veal calf. And 
yet this type of dairying has its costs intermixed with the sys- 
tem of cropping, notably in the use of labor, the use of crops, 
and the provision of fertilizer. Hence, in mixed farming, joint 
costs are present to block the effort to arrive at the cost of pro- 
ducing any specific farm product. 

WTiere two articles are produced as a result of the same, 
work, the combined prices of the two tend to equal the greatest 
necessary cost of producing them, but the price of each article 
is determined separately on the basis of supply and demand. 

Consumers want a variety of things produced by the farmer. 
How much a consumer will pay for a given article depends 
upon the intensity of his desire for it. The intensity of this 
desire depends upon how abundantly he has been supplied. 
The more he takes the less he will pay for any given unit of the 
goods. Unfortunately, under conditions of joint costs there 
are certain physical facts which determine the ratios in which 
goods are produced, without much regard to the ratios of the 
intensity of the desire for them. As a result the supply-de- 
mand price of one product may be higher and that of another 
lower than the cost, but the combination of crops may prove 
profitable. The case is similar to the situation in the oil busi- 
ness. Gasoline and kerosene have a joint cost; and it is the 
condition of the market and the relative proportion in which 
they are obtainable at a common cost which makes the price 
of gasoline nearly twice as high as that of kerosene at the 
present time. 

Total farm profits and price regtdation, WTien the point of 
view of total farm profits is accepted the problem becomes that 
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of so regulating prices that the farmer in one line of produc- 
tion may reap as large a reward as he could earn producing 
some other product, or else of helping him in getting into some 
other line of production. By looking to total farm profits we 
avoid many of the difficulties arising out of differences in the 
costs of producing a given article by different men. Even if it 
costs one man 2 cents a quart to produce milk, another 3 cents, 
another 4 cents, and still another 5 cents a quart in a given 
city milk belt, yet each of these men may be doing the type 
of farming which pays him best, and the industry may be stable 
so long as relative prices remain the same. Likewise the ques- 
tion of joint costs is avoided, for it is no longer a question of 
the cost of a specific product, but of comparing the total farm 
profits resulting from the various types of farming and from 
the different competing elements in each kind of farming. Fur- 
thermore, the question of charging feed at market price or cost 
of produCiuoii would seem to pass with the effort to find specific 
costs. However, something akin to this latter problem re- 
mains. The farmer may compare the profits he would make 
if he sold his corn, oats, and hay at present market prices in- 
stead of feeding them to cows and selling milk. In this he 
should not assume that if the community turned from milk 
selling to crop .celling the prices of all these crops would 
what they were before the change, neither should he assume 
that his crops would yield the same if he changed to grain 
growing for the market. Oats and corn are used directly for 
human food and have many other uses, and are so easily 
shipped that there would continue to be a market for them if 
not used as cow feed ; but clover hay is a stock food and it is 
not so easily marketed. The important alternative uses for 
clover if not used for cows are (i) to feed to beef cattle, (2) 
to sheep, or (3) to plow under as a fertilizer, any of which 
conserves its value as a land builder for grain growing. 
Where clover has entered into commerce it has usually been as 
a feed for dairy cows. When discarded for this use, therefore, 
the marketing of clover hay could not be counted upon. A 
farmer in the Chicago milk district, for instance, insists that it 
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pays better to sell grains and plow the clover under than to 
make clover hay and feed it to live stock. He is practicing 
this system and is satisfied. In this and similar cases it is the 
alternative use value rather than cost or present market price 
which becomes the basis of comparing the profits of types 
of farming, and hence the basis of choice. 

This means that formally assigned specific costs are of little 
use in the discussion of price-fixing where the products in 
question are produced under condition of joint costs. It does 
not mean, however, that cost accounting is of no use in the 
study of this problem; in fact, accounts are very necessary, 
but in a different way from what has been supposed. Accounts 
are useful to the farmer in making choice of crops and live- 
stock enterprises and his methods of production. Accounts are 
useful to the price commissioner in estimating the price neces- 
sary to call out continuously the desired supply of produce of a 
given kind and of suitable quality. For these purposes specific 
costs may not be needed. What are needed are figures com- 
paring the profitableness of the different things to which the 
producer can turn his attention. The alert farmer is ever 
figuring on the combination of crop and live-stock production 
which will pay him best with a given price schedule and with 
given costs for land, labor, and equipment. 

When the point of view in farm cost accounting is shifted 
from sprxific costs to comparison of profits the whole problem 
is much simplified. In the attempt to secure specific costs, ac- 
counts had to be kept in minute detail comprehending every 
activity and economic relation of the farm. As soon as one 
shifts to the point of view of comparing the profits of compet- 
ing enterprises, no record need be kept unless the farmer really 
has a choice and then only such records as are essential to an- 
swering the question, Does this pay better than that? For 
example, the farmer in southern Wisconsin has a choice be- 
tween growing oats and barley. In order to make a wise 
choice on this point it is not necessary to know the specific 
cost of growing either oats or barley. All that is necessary is 
to know differences in costs and differences in the value of the 
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crops. In this case the same tools, machinery, horses, and 
men are used at essentially the same time of year whether the 
farmer grows the one crop or the other. These common items 
of cost may be omitted, for they cancel each other in the cal- 
culation. When put in this form the question is so simple 
that almost any farmer can figure it out on the basis of such 
facts as are easily available by keeping a production record 
and by studying price quotations. 

The milk producer has a number of ways of disposing of his 
product. He may sell whole milk to a city, or a condensery. 
He may take his milk to a cheese factory and carry home the 
whey, or he may separate the cream and sell it for city use or 
to a butter factory. If the milk is marketed through the cheese 
factory, hog production is introduced as a supplementary in- 
dustry using the whey. If he sells cream, calf raising and 
pork production may be combined with dairying as a means of 
using the "skim milk. All of these different types of dairying 
can be based upon the corn-oats-hay cropping system. The 
combination a given farmer should choose depends upon which 
pays best under his particular conditions of production and 
marketing. 

The dairy farmer has, of course, other alternatives. He can 
change from dairying to beef and pork production, based upon 
the same field crops. Again, he can abandon cattle and hogs 
entirely, grow grain to sell and raise horses as a side-line to use 
up much of the unsalable roughage; but in figuring the merits 
of this last system, influence upon fertility and productitai of 
grain per acre should not be ignored. He has the further alter- 
native of trying his fortune in the city, and this horn of the 
dilemma has frequently been the choice. 

With all these opportunities before them, the farmers are 
slow to shift from one thing to another in normal times be- 
cause, for a given community, the question of what pays best 
becomes fairly well settled. Near the cities, whole milk of 
high quality is produced under sanitary conditions of a higher 
standard than in other dairy regions. Outside of the milk 
zone there are scattering cream shippers selected mainly with 
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respect to the characters of the farmers participating. These 
are intermingled with the farmers producing for the creameries 
and cheese factories. The city milk zone becomes more or less 
well defined with the boundary line moving out a little farther 
in winter and contracting in summer^ with a gradual expansion 
of the milk zone about a growing city. 

But in abnormal times, when radicid changes are taking place 
in the prices of all these competing lines of production, farmers 
with their eyes upon the market become uneasy and unsettled 
in their convictions as to what to produce. The fact that the 
producer of city milk is getting more than he ever got before 
is not a sufficient consolation if he might be making more prof- 
its selling grain, hogs, and butter fat, in spite of the fact that he 
has gone to greater expense to equip his farm for meeting 
the requirements of the city ordinances. It is this unsettled 
condition which has given rise to the recent efforts to regulate 
prices. 

In deciding upon a fair price to the farmer on the part of a 
commission the alternative choices of the farmer become the 
basis for a rational decision. The industry should be made 
attractive to the farmer if he is expected to remain in it. But 
what is essential to make a given system of farming attractive? 
Must it pay some definite labor income to each farmer engaged 
in it? Apparently not, for as a matter of fact men are remain- 
ing in each type of farming who are making small incomes 
while others are making very large incomes. 

WTiether or not a man should continue to carry on a given 
type of farming depends upon his opportunities in other lines 
of farming or other lines than farming. If there is no better 
outlook, if he is doing better than he could do in any other 
place, he will probably continue to produce the supply for the 
price he can get and look to methods of reducing costs as a 
means of increasing profits. If there is an alternative w^hich 
will pay him much better, which should he do, ask that his 
price be lifted to the point where his present activities will pay 
as well as the alternative or quietly choose the better paying 
activity? The answer is not so obvious as it might at first 
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appear. Shifting is often expensive, and there is usually hope 
that conditions will change and the old line will again pay 
better. It often takes a generation to build up a type of 
farming, and when the system becomes unprofitable a serious 
loss is suffered before readjustment can be made. Yet where 
permanent changes in market conditions have come about, 
changes in farming are necessary. Where readjustments should 
be made it is believed that public expenditures to aid in the 
readjustment, especially by means of educational campaigns, 
may often be more desirable than price lifting as a means of 
making the industry profitable. 

Here is work for price commissioners well trained in agri- 
cultural economics, who will ascertain the true cause of price 
changes, make a study of the conditions of production, and 
advise the farmers in making readjustments in their farm 
management or in standing by their old lines of production as 
the case may warrant. In this work the price commissioner 
should not forget that the well-being of the farmer is just as 
important as that of the consumer, and that in the long run 
prices should be such as will make farm work and country life 
attractive. 

In carrying out this policy, price lifting may at times prove 
desirable. This is most likely to happen in case of articles 
like milk for which the price is more or less influenced by cus- 
tom and which is often sold at the same price for long periods 
and which for this reason does not adjust itself quickly enough 
in times of radical changes in the general price level; but 
wherever isolated farmers in great numbers are acting individ- 
ually in selling their produce to great corporations, netrd may 
often arise for price regulation by public authority to maintain 
the public interest. 

In deciding upon prices both the farmer and the pice com- 
missioner should keep the long-thne as well as the immediate 
effect in mind. It takes decades to build up the dairy industry 
in a community. Equipment requires time for construction. 
Years are required to build up good herds, and decades are re- 
quired to train a whole community in the fine art of producing 
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high-class milk. When such a community is diverted from 
dairying to another line of production, the farmers go to much 
expense while making the change and while adjusting them* 
selves to new lines of production, after which they may again 
prosper. But if the farmers are needed to produce the supply 
of milk essential to the welfare of the people of the city, the 
loss of skilled dairymen will result in a heavy loss to the con- 
sumers, who will have to pay higher prices for milk, and prob- 
ably find it necessary to lower their standards with respect to 
quality in order to get the necessary supply, for milk is one 
essential food. 

Hence it is the long-time averages which must be considered. 
The records of one year may indicate that the profits would 
have been greater had the farmer been in another line of pro- 
duction, similar to that practiced outside of the city milk belt. 
In contemplating these figures, the farmer should look for the 
unusual conditions which have made this true. If the condi- 
tions are temporary he should hold fast to his present line 
and recall the years when his profits were much the greater 
because he was in the dairy business. 

If, however, it becomes apparent that permanent changes in 
market conditions have taken place which account for the 
change in profits, a move should be initiated to^ bring about a 
readjustment of the farming to suit the new market conditions; 
possibly some ^dairymen should change to other lines of produc- 
tion. But this is not a matter for hasty action, especially in 
the case of the dairy industry, where public welfare is at stake 
and where a change has far-reaching effects through a series of 
years. 

Changes which the farmer may make in grain production or 
hog production may be quickly readjusted, but not so with milk 
production. One’s ill feelings toward other people should not 
enter one’s decision. One should not get angry and sell his 
herd of cows. Cold reason should form the basis of judgment. 
It is easy to disperse a good dairy herd, but it takes years to 
rebuild it. A much safer plan is to cut down a little on the 
number of cows by culling-out the less profitable ones and to 
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sell some grain or hogs in addition to milk rather than to 
make a radical change in type of farming. 

If the profits of milk production are temporarily low on a 
large share of the farms in a given city milk belt, due to short 
crops of grain and hay, which for this reason must be shipped 
in at heavy cost, the farmer should not only look to the long- 
time average, and to the maintenance of his market, but he 
should recognize the occasion of his loss, namely, the short crop, 
and should lay this loss to the land or to the way he has 
handled his land and not ask that the consumer should pay 
the rent on the land which did not produce the feed and also 
pay for the purchased feed. 

The farmer should not be too insistent upon the consumer's 
price varying exactly with his costs from season to seasrn and 
from year to year. Custom is a big item in determining what 
people will eat. So long as prices arc the same the customer is 
not likely* to change, but every time the consumers’ price 
changes, consumption customs are shaken; and the more violent 
the change the more likely the custom is to be upset. It is not 
only the industry, then, but the market which may be dam- 
aged by impassioned actions. 

Just as it is by comparing profits that the farmer makes 
choice of types oj farming, so it is by comparing prices in the 
market that the consumer makes choice. If it is done in the 
right w’ay, the price of one commodity may be raised as rapidly 
as that of its substitute. So long as relative prices arc the 
same, the choices may be expected to be the same. If, how- 
ever, much publicity of an antagonistic sort accompanies the 
change in the price of one article while the change in another 
is accompanied by shrewd advertising which wins the sympa- 
thy of the consumer, there may be a falling off in the demand 
of the former and an increase in the consumption of the 
latter. 

Price commissions should make a careful study of the amount 
and character of the product demanded at various prices and 
the character and amount of the product which can be secured 
at these prices, and adjust the price on the basis of maintain- 
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ing an equilibrium between demand and supply through a long 
period. In doing this, account will need to be taken of the 
substitutes to which the consumer may turn, as well as profits 
in other types of farming to which the milk producer may later 
change if the price is fixed too low compared with other prices. 

The forces and conditions which determine supply and de- 
mand are too little understood. The law of supply and de- 
mand as a price regulator does not always give satisfactory 
results. It might be made to work much more equitably un- 
der the guidance of a commission than when influenced by the 
unequal bargaining power of great distributing corporations 
on the one hand and of the isolated unorganized producers on 
the other. 

A properly organized permanent price commission might 
inaugurate an educational program which would improve the 
mutual attitude of mind of the producer and consumer toward 
each other y which would make each more considerate of the 
rights of the other that are in the long run fundamental to the 
interests of all concerned. 

Furthermore, such a commission, well informed with regard 
to the facts of production, distribution, and consumption, would 
form a desirable medium for collective bargaining between the 
organized producers on the one hand and the organized distrib- 
utors on the other, which appears to be the logical outcome of 
recent tendencies and which would appear to be desirable 
wherever large numbers of isolated farmers are selling to large 
corporations, such as the milk distributors in the large cities, the 
packers and the grain dealers, and possibly in many other in- 
stances. Even where the more specific functions of price- 
fixing are unnecessary, there is an important work for price 
commissioners in studying market conditions and the con- 
ditions of supply and in educating both producer and consumer 
to rational action. 

Statistical and historical methods of studying prices in their 
relation to production will prove valuable to price commission- 
ers. Cost accounts are useful but should be supplemented by 
statistical studies showing the effect of various price relations 
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upon supply and upon demand through a series of years. It 
will be desirable to use every method of research known to 
economic investigators in arriving at sound bases of judgment 
in the control of prices. 



CHAPTER XXXIII 


COOPERATION 

Cooperation is one of the most important methods used 
by farmers in their efforts to solve marketing problems. Co- 
operation results in united effort in producing a standardized 
product and in marketing this product in a more efficient way. 

In the broadest sense of the term, to cooperate is to act 
jointly with another or others. When farmers help each other 
in threshing grain they act together and in a broad sense of 
the word they may be said to cooperate, but usually this is 
spoken of as exchange of labor .rather than as cooperation. 
When, however, a definite group of men organize for the pur- 
pose and jointly buy a threshing machine for their mutual 
advantage in threshing their own grain, they have entered upon 
one of the simpler forms of economic cooperation. When ten 
or fifteen neighbors jointly build a cheese factory and hire a 
cheese maker to convert their pooled milk into cheese which is 
sold by the salesman or sales committee elected by the mem- 
bers, a simple form of producing and marketing cooperation 
has been established. When a large number of cooperative 
cheese factory associations federate for the purpose of or- 
ganizing and operating a common sales agency, an important 
step in cooperative marketing has been taken. 

To conform to the modern idea of economic cooperation, 
joint action must be organized for the common benefit of the 
members. Specifically, it is collective action in the pursuit 
of common well-being in some industrial or business process. 
There are those who would limit the term “cooperation” to 
those forms of joint undertakings where the principle of “one 
man one vote” is applied; but others feel that this is too nar- 
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row a use of the term and wish to include many forms of or- 
ganized joint action for mutual benefit. 

In general, the principles are the same where the organi- 
zation is intended primarily for the cooperative purchase of 
farm supplies or for cooperative selling, but since there is more 
general interest in cooperative selling, discussions usually refer 
to selling. Cooperative marketing is the performance of some 
one or more of the essential marketing services by organiza- 
tions of producers. Cooperative marketing docs not neces- 
sarily include all the services involved in getting farm prod- 
uce to the consumer. Farmers often cooperate only for the 
purpose of performing one function, such as grading and pack- 
ing. 

President Harding, in speaking before the Agricultural Con- 
ference in Washington in January, 1922, made the following 
remarks about cooperative marketing: 

“Take cooperative marketing. American farmers arc asking for, and it 
should be possible to afford them, ample provision of law under which 
they may carry on in cooperative fashion those business operations 
which lend themselves to that method, and which, thus handled, would 
bring advantage to both the farmer and his coiisuming public. In 
countries where these facilities and opportunities have been afforded, 
such cooperative or;;anizations have been carried to the highest usefulness 
and are recognized as aiding both farmer and consumer. They make the 
farmer’s selling price higher and the consumer’s buying price lower. 

“But when we shall have done this, the farmers must become respon- 
sible for doing the rest. They must learn organization and the practical 
procedures of cooperation. These things we can not do for them, but 
we can and should give them the chance to do them for themselves. 
It will be for them to demonstrate their readiness and willingness and 
ability to utilize such instrumentalities. There is need for wide dis- 
semination of information and understanding of methods, and for devel- 
opment of what I may call the spirit and purpose of cooperation. The 
various excellent societies of farmers which are represented here have 
a large responsibility in this regard. They have already done much, but 
they have much more to do if the American farmer shall be brought 
most effectively to help himself through organization and cooperation.’* 

President Coolidge, in his Annual Message to Congress, De- 
cember,. 1923, said: 
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**He [the farmer] must have organization. His customer with whom 
he exchanges products of the farm for those of industry is organized, 
labor is organized, business is organized, and there is no way for 
agriculture to meet this unless it, too, is organized. The acreage of 
wheat is too large. Unless we can meet the world market at a profit, 
we must stop raising for export. Organization would help to reduce acre- 
age. Systems of cooperative marketing created by the ' farmers them- 
selves, supervised by competent management, without doubt would be 
of assistance, but they cannot wholly solve the problem. Our agri- 
cultural schools ought to have thorough courses in the theory of organi- 
zation and cooperative marketing.” 

The courts and public opinion in general now uphold the 
right of farmers to organize for the purpose of performing 
more efficiently or more economically certain marketing func- 
tions. 

Henry C. Wallace, Secretary of Agriculture, in speaking be- 
fore the Grain Dealers at a meeting in Chicago, said: 

“The obligation to get our food products to the consumer with the 
least possible waste and at the least possible cost consistent with fair- 
ness to all who handle them is just as sacred as the obligation to produce 
these crops in the first place. There is no more reason that the farmer 
should be expected to confine his efforts solely to the production of his 
crops than that the manufacturer should be exi>cctcd to confine his 
attention solely to the mechanical process of manufacturing his goods. 
No one questions the right and the propriety of the manufacturer's 
selling the products of his factory to the best possible advantage, once 
he has produced them, and many manufacturers carry their products 
through the various channels of trade to the ultimate consumer to the 
satisfaction of both. The right of the farmer to do this same thing 
can not be questioned. The only matter open for consideration is 
whether he can follow his crops beyond the limits of his own farm or 
the nearest market place with benefit to himself and to the consumer. 

“Neither can there be any question as to the right of farmers to 
organize themselves into associations, cooperative or otherwise, for the 
purpose of marketing their crops so long as they observe the require- 
ments of our laws. The right of the laborer to form organizations for 
collective action and collective bargaining is clearly recognized. The 
right of manufacturers, merchants, and other groups of busin(^ss men to 
organize themselves into associations for the promotion of their mutual 
interests is not disputed. So, also, the right of farmers to form similar 
associations, both for the promotion of their general interests and for 
the sale of their labor in the form of crops, with a view to securing fair 
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prices for their products through greater efficiency in handling and 
distributing them under free competitive conditions, must be admitted 
without question. A denial of this right would result in reducing the 
free farmers of the United States to a condition comparable with the 
downtrodden peasants or peons of less enlightened countries, and would 
bring upon us all the griefs which those countries are bearing. The right 
of the farmer to organize, both for social and business purposes, must 
not be questioned. To what extent this right should be exercised within 
the law is a matter to be determined by the farmers themselves after 
painstaking inquiry such as you have made in the process of working 
out the marketing plan w’hich you are here to consider.” 

A review of farm organizations both in this country and 
abroad indicates rather clearly that the time when farmers 
have organized most successfully is when there is a vital need 
for the organization. When the financial conditions affect- 
ing a particular section have reached a point where it has been 
practically kppossible for the farmers to stay in business, they 
have asked the question, ‘‘Shall we give up our farms and move 
out, or shall we organize?^’ Many cooperative organizations 
have come into being under such circumstances. It would be 
unfortunate, however, to wait until the agricultural conditions 
have become dangerously depressed, before organization is at- 
tempted. 

Two points should be considered before an organization is 
launched. The first is: Can the proposed association per- 
form some function more economically than it is now being 
performed? The answer to this question is not always easy 
and must be given b}^ a committee whose members are per- 
sonally acquainted with marketing methods and only after a 
painstaking inquiry has been made. 

In making the study, the following questions, among others, 
should be considered: WTiat are the present marketing meth- 
ods? What are the logical markets for the particular com- 
modity under consideration? What are the farmers now be- 
ing paid for their produce on the basis of car loads at their 
own shipping stations? What will it cost the farmers to do 
their own loading? What are the transportation charges to 
the markets? What is the wholesale price at these markets 
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over a considerable period? How does this price, less the 
transportation charge, compare with the f. o. b. price at ship- 
ping point? Is this spread in price too great? This is the 
trend of thought that must be given to the consideration as 
to whether the farmers can perform some of the functions 
more cheaply. Undoubtedly, farmers’ organizations have ac- 
complished great savings in certain cases. If this were the only 
object to be obtained, however, there would be question as to 
how strongly the farmers should be urged to organize. It is 
in consideration of the next question that the greater hope of 
success lies. 

The second consideration arises if an investigation shows 
that a product from a certain territory is selling on the mar- 
kets at a price considerably below what the same product from 
some other section brings, or theoretically below what it should 
bring. The conclusion might be drawn that something is 
wrong with the sales policy. Usually it is found that the prod- 
uct is a good one, but that there is too great a variation within 
each package. The product is not standardized sufficiently 
for successful merchandising. A large group of farmers may 
discover that their corn varies considerably. It may consist 
of mixed varieties, or it may contain dirt and other foreign 
substances. The local buyer pays a price for this kind of 
corn, but the- farmer feels that his price is out of line with 
what he should get on the basis of the Chicago quotations. 

It is theoretically possible for the farmers to improve their 
standards and get a higher price from the local buyer. Prac- 
tically, this is much more easily accomplished if the farmers 
become interested in their own selling machinery. Organiza- 
tion can accomplish much in improving the grade of produce 
supplied. 

With a standardized product, advertising is possible and an 
increased price may be obtained. In answering the question, 
therefore, as to whether the farmers should organize. Considera- 
tion should be given to these phases of the matter. Too great 
attention, proportionally, has been given in the past to the 
question of the kind of organization and the making of the 
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by-laws. Too little consideration is given to what can really 
be accomplished by the organization. 

No discussion of agricultural cooperation is complete with- 
out reference to G. Harold Powell, the great leader among 
pioneers in cooperative marketing, late general manager of the 
California Fruit Growers’ Exchange, the outstanding example 
of successful agricultural cooperation through a long period of 
years. Powell was among the first to formulate the funda- 
mentals of successful cooperative marketing, and experience 
has shown them to be the firmest foundation for a permanent 
and satisfactory cooperative marketing organization. 

He taught that there are no formulas of cooperation, no 
forms of contracts, no short-cuts through which can be brought 
about that basic, internal spirit in men that makes them be- 
lieve that working together is the wise way to work out their 
individual, and mutual problems. Cooperation is a matter of 
growth ; a matter of progressing step by step out of abundance 
of experience. He taught that organizations promoted from 
the top down by public-spirited men in the interests of the 
producers are likely to topple of their own weight. 

Many attempts to cooperate have ended in failure. Per- 
haps an equal number have accomplished a reasonable amount 
of good. A few associations have been notable successes. It 
is interesting to study both the successes and failures in rela- 
tion to the fundamental principles. In all of the successful 
organizations studied so far, nine factors have usually been 
found operating. Most, if not all of the failures, have failed 
in one or more of these points. 

I. Organization must per j arm definite junctions. Coopera- 
tion is not an end in itself. A group of farmers should clearly 
define the objects in view, to be accomplished through their 
organized efforts. If the object has not been obtained through 
the old methods, that in itself is sufficient evidence that there 
is necessity for a new or improved service organization. The 
greater the need for the object, the easier it will be for the indi- 
vidual producer to get a clear conception of the ends sought. 
This is but another way of saying that “Necessity is the basis 
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for successful organization.” Some vital problem, must exist 
such as overproduction, inadequate transportation, under-devel- 
opment of market, too high overhead costs, if an association of 
producers is to endure permanently. Before advocating co- 
operation, therefore, a careful study should be made of the 
marketing situation, in the territory included, to see what can 
reasonably be expected in better marketing methods through 
the new endeavor. 

2. Association should be built around a single commodity. 
Or it should be built around a group of commodities for which 
the same marketing machinery, methods and channels arc em- 
ployed. Both at home and abroad the outstanding successes 
in cooperative marketing have confined their operations to a 
single agricultural product or to a group of prcxlucts closely 
allied. Practically all students of the cooperative movement 
now advocate the formation of marketing associations along 
commodity lines. The marketing of farm products has become 
exceedingly complex in nature and well-defined and indepen- 
dent marketing channels have developed for each different 
group of commodities. The sales methods and practices vary 
materially in the different groups and this accounts largely for 
many failures, where farmers attempt to organize,,*!© handle all 
the products from a general farm through one organization. 
The organization should generally be developed in any new 
community to handle one of the outstanding cash crops of 
that territory. 

3. An adequate amount oj produce must be controlled. It 
is seldom that farmers should organize for cooperative mar- 
keting when the tonnage is so small that it would not justify 
employing a manager. A cooperative marketing association 
should be a business organization. It is no small resi^onsibil- 
ity to assume the duty of converting into money the farm 
produce of a group of farmers. He who assumes this duty 
should be thinking in terms of marketing and this task should 
require his whole thought. A manager must give his entire 
time and energy, and in turn, the association must pay him 
accordingly. Just how large the tonnage should be, must be 
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determined for each case. A review of many failures indi- 
cates that the overhead expense had been in excess of the 
gains made by better marketing methods. In other words, 
there was not a volume large enough to make gains exceeding 
the cost of doing business. 

With a limited supply of produce it is difficult to bring 
about a standardization program or to build up a sales policy 
that will result in better prices to the farmers. Good mar- 
keting implies supplying a given trade with a class of produce 
regularly during the period when that commodity moves from 
the territory involved. If an organization controls only a few 
cars, it can scarcely hope to build up a reputation for its com- 
modity. Repeat orders reduce the cost of selling. The selling 
of farm produce, especially perishable produce, is a complex 
and difficult matter. To accomplish it economically and effi- 
ciently requires skill and a regular supply of graded produce. 
Neither of these requirements can be met in an association 
unless it controls an adequate supply. 

Exceptions to the rule of adequate tonnage has sometimes 
worked out satisfactorily. There aref a number of successful 
associations that hire no managers and that control but little 
tonnage. In most instances, however, their success has been 
due largely to some one man in the community who has a 
broad vision combined with a well-trained trading instinct. 
This man may be a farmer in the community who might have 
been an outstanding success in the business world. Or he 
may be a successful business man who is willing to assist the 
farmers in their sales w’^ork. This condition frequently exists 
in new communities, or where some new agricultural product 
is being introduced. The development of cooperative market- 
ing is generally easier under these conditions and marked im- 
provement can be obtained with comparatively little effort. 
Such efforts should be encouraged. 

4. Good management is essential. No business can succeed 
without good management, least of all can a farmers’ coopera- 
tive enterprise. A cooperative association is more difficult to 
manage than a commercial company of equal size. The work 
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of managing includes not only the selling of the products at 
a profit but it includes also the work of keeping the members 
satisfied. Members of a cooperative association usually take a 
much deeper interest in the business of the association than do 
most of the stockholders in an ordinary company. The man- 
ager must recognize the close, personal interest of every mem- 
ber in the business and be able to maintain harmonious con- 
tacts with each individual. 

This dual duty of the management is frequently recognized 
in farm organizations by having a general manager whose duty 
is to attend to matters relating chiefly to such factors as the 
membership, organization, and contracts, in which the indi- 
vidual producers are especially interested, and who is a sales 
manager, handling the sales for the association. Naturally, 
a large cooperative association will need such a division of 
labor. The California Fruit Growers^ Asssociation, for ex- 
ample, in addition to its general manager, has a sales manager 
for oranges and another sales manager for lemons. 

Executive power is vested in a board of directors, and the 
will of the board of directors is usually transmitted through the 
management. The breadth of vision, courage, and indepen- 
dence of the Board of Directors, and their managers have 
much to do with the success of an organization. They must 
work harmoniously together and must consult with each other 
freely. 

S. Membership contracts iised. The tonnage of the busi- 
ness should be controlled through legal membership contracts. 
Many efforts in cooperation have failed because the farmers 
were willing to promise to sell their products through the asso- 
ciation, but when the time came to deliver these products, 
there seemed to them to be good reasons why their promises 
should not be carried out. Thus in the early days of an or- 
ganization, a contract is necessary for success. The contract 
supplies a steadying influence among members and helps to 
keep them in the organization in the face of adversity. Every 
member should be required to sign an adequate contract and 
it should be signed with the clear understanding that the con- 
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tract is to be enforced. In the average farm community, much 
educational work is needed to show why such a contract is 
needed, and emphasis should be laid on the fact that this 
contract is simply a cooperative agreement among all the mem- 
bers for their mutual protection. Until complete loyalty on 
the part of the members has been developed and tested the 
contract must represent this loyalty. 

It is generally believed that the contract should be for a 
long term that the managers may know what they can rely 
upon when they make plans for the future, but progressive 
leaders now think that every contract ought to have a can- 
cellation privilege by which the men who are dissatisfied may 
be permitted to withdraw. The dissatisfied man in a coopera- 
tive organization is better on the outside than inside, accord- 
ing to Powell’s experience, and he believed that any contract 
that holds^men together against their wills in a cooperative 
organization is unsound. Contracts should have a liquidated 
damage clause, so that if a man violates his contract he will 
repay the association for any expense it has incurred in taking 
care of his business that year. Large, enduring, successful 
cooperative associations have found it possible to do much 
busines.s, year after year, without contracts, but this has been 
an evolution brought about by years of satisfactory working 
together with satisfactory results. 

6. An educated membership with all facts available to mem^ 
bers through proper accounting. Accounting is really one 
phase of management, but is so important in relation to the 
success of the association that it is given special attention in 
this consideration. A marketing association is in reality only 
an agency of the producers. It is responsible to the individual 
members, from the time the produce is turned over by the 
farmer until final payment has been made. As an agent, it 
should make a full account of the processes of marketing and 
the costs of these processes. If the system of cooperation is 
based on local units, which in turn are federated into district 
or central agencies, the whole plan should be developed with 
the idea in view that the farmer shall have a clear picture of 
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the responsibility of each agency involved. At least once each 
year the accounts should be audited by experts, and all the 
facts regarding sales, overhead expense, costs of operation, etc., 
should be clearly presented to the individual members of the 
organization. A proper accounting system adequately main- 
tained costs money. The cost of such a service may seem 
excessive to farmers; and unless the tonnage of business is 
sufficiently great, the cost actually may be excessive. These 
facts should all be taken into consideration when planning 
the organization, but under no condition should the associa- 
tion proceed to operate without providing adequate accounting. 

The cooperative association cannot hope to rise higher than 
the intelligence of its membership. It is a mistaken idea that 
some outsider can come in and formulate the plan of action, 
put across a whirlwind campaign, sign up a large membership, 
and form a big association controlling large tonnage with hope 
of permanent success unless the membership is brought to un- 
derstand their own duties and responsibilities in the organiza- 
tion. It should ever be borne in mind that the cooperative 
organization has no entity, except a legal one, separate and 
apart from the membership. If too great emphasis is placed 
upon the contract between the member and hisj)wn associa- 
tion, or if too great stress is laid upon the things the associa- 
tion will do, the farmers may get the idea that the associa- 
tion has superhuman power and can accomplish these things 
whether or not they give it their individual support. In other 
words, members must not get the impression that success can 
be obtained in any way except by every farmer getting back of 
the movement morally and financially. No greater mistake 
can be made. If a farmers’ cooperative movement is to suc- 
ceed, it will do it because of the interest and support of its 
membership. The farmers will not support any movement 
about which they are ignorant even though that movement 
is a good one and is in the interest of the farmer. 

An organization to be permanently successful must be de^ 
veloped from the social standpoint as well as from the busL 
ness standpoint. Powell believed that to disregard this fact 
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in organization is to miss that spark within the individual 
which makes him a permanent cooperator. Each member 
should be a patron with local contact with his organization. 
The cooperative movement, to be most successful, is usually 
founded primarily upon small groups of men who are neigh- 
bors, with a common problem. Such local units may be fed- 
erated to make possible large cooperative undertakings. Such 
developments are usual in the present stage of cooperation. 

7. A cooperative association must be controlled by its mem^ 
bers. A cooperative organization must be controlled by its 
members, not as shareholders or investors but as producers em- 
ploying the facilities of the organization. The principle of 
one-man-one-vote is fundamentally sound, and it greatly pro- 
motes the spirit of mutual confidence. The next be^t thing 
is to make voting power proportional, not to the capital con- 
tributed, ljut to the uses which the man makes of the organi- 
zation, f^hefher the measurement used be purchases, sales, or 
other unit. 

8. A self-perpetuating organization. When a cooperative 
movement is to be established, it is necessary to do much 
through committees and public meetings. Ordinarily the first 
management must be selected in this way. The first policies 
of the association must be established through these semi- 
public agencies. Once the association has been established, 
however, there must be such an organization that never again 
will it be necessary to call in a public committee or to have a 
public meeting to reestablish the policies of the association or 
to provide a Board of Directors, or management to conduct 
the affairs. The organization must be so constituted that, 
automatically, those men who are the clearest thinkers and 
have the best business judgment wherever they may be in the 
organization will be available for the work for which they are 
best suited. Probably the reason why cooperative movements 
generally have succeeded better where the organization is made 
up of members near the local shipping station is that this 
method provides the best means of finding the most efficient 
men and gives the best opportunity of promoting these men 
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into responsible positions either in the district organization 
or in the central office of the association. This matter of hav- 
ing the cooperative association so established that it is a 
self-perpetuating organization is so important that it deserves 
special consideration. 

9. Financial risks should be distributed. Distribution of 
financial risks is a fundamental principle. The wisdom of it 
has been very evident during the past few years when credit 
conditions were strained. Business like that of the California 
Fruit Growers’ Exchange, whose financial burdens are dis- 
tributed among hundreds or thousands of men, were the ones 
that prospered in the critical period immediately following the 
World War. Meanwhile the association should build up ade- 
quate reserves in order that it may have the necessary finan- 
cial strength to weather periods of stress. 

The nine points just discussed should be clearly understood 
before a farmers’ cooperative effort is undertaken. There may 
be other and equally important factors that should be kept in 
mind, but it is certain that these must be carefully considered 
before any association can really hope to succeed. These 
principles may now seem more or less self-evident, but it has 
taken many years: and much experience to find out just what 
are the essentials to successful cooperative organization. Even 
yet there are m^ny who do not follow them. 

Much emphasis has recently been placed on the importance 
of controlling tonnage in organizing a new association. Some 
organizations sign up conditional contracts with members, the 
permanent organization being dependent upon getting a certain 
percentage of the crop or a certain acreage or tonnage signed 
during the organization period. This plan has some decided 
advantages, but unless care is exercised, the wrong impression 
may be gained by the farmers or the public. The plan is 
good in that it sets off the organization work and makes it 
very clear to the farmers that organizing work is preliminary 
and that the association does not really begin to function until 
after this preliminary work has been completed. In other 
words, it makes a real business of getting the association or^ 
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ganized and incorporated. The matter is presented to the 
producer, arguments for and against the organization should 
be heard, and then the farmer must decide whether he cares 
to support the movement or not. There are some advantages 
in having a time limit when this decision must be reached. 

It is not necessary to success that an association control or 
monopolize an industry. History of cooperation, both in 
America and abroad, indicates that very few of the leading 
organizations have actually controlled their industries. If this 
control is advocated to secure monopolistic price-fixing, then 
the practice is bad. If control is advocated to secure better 
distribution and thus to give each consumer an adequate sup- 
ply and no more, in so far as this is possible, considering the 
law of supply and demand, then control is an advantage and 
should operate to secure better marketing. 

These two^ ideas of control should be plainly understood by 
the farm leaueis and the membership of any association. 
Monopolistic price-fixing is contrary to the broad spirit of co- 
operation and, in turn, is prohibited by law. Control for bet- 
ter distribution is legal and is actually to the advantage of both 
producer and consumer. 

The step between distribution and monopolistic control is a 
short one and the temptation to enhance unduly the price of 
the commodity under these conditions is great. Whenever a 
farm organization reaches a point where it can actually con- 
trol the distribution of its product, the management should 
give careful consideration to the sales policy to see that 
prices are reasonable. 

Just to the extent that a price-fixing motive is kept in the 
foreground and the hope of a monopoly price for farm prod- 
ucts is dominant on the part of farmers in entering coopera- 
tive organizations, the movement is doomed to fail. No or- 
ganization handling general farm products, where production 
can be increased easily, can control prices ultimately. Farm- 
ing is manufacturing but the very nature of the farm business 
makes it practically impossible to control the output. Rec- 
ords show that weather has more influence upon the size and 
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condition of a crop, than any other single item. Acreage may 
be materially decreased during a season and yet the output 
be much increased. 

Farmers may deliberately set out to increase the production 
and, considering averages, they can do it. If the margin of 
profit for any commodity is slightly above that for other 
products, farmers will increase the output of the more profit- 
able products and the result will be a greater supply with a 
possible fixed demand. 

The argument has been presented that the organization can 
control its members and thus limit production, which in turn 
would enhance prices. An association can do much in teach- 
ing its members to produce regularly and not in excessive 
amounts, but no organization has yet successfully kept its 
members from expanding their business when the margin of 
profit was satisfactory. Anyone who knows the farm mind 
from direct contact realizes that control of production would 
be an impossible task. An indefinite monopolistic control of 
any agricultural product through the efforts of an organiza- 
tion must depend upon accomplishing this impossible task. 

Temporary monopolistic price-fixing may be accomplished 
by an organization handling a more or less staple product. 
This should always be avoided. Economically it is doubtful 
whether such ^price-fixing would not react in the end to the 
disadvantage of the producers through the artificial stimula- 
tion of production. 

The history of cooperative endeavor in agriculture is filled 
with examples of organizations whose leaders had not yet 
realized the fundamental factors to success and did not clearly 
understand the proper functions of a cooperative organization. 
Failure of an organization in whatever period can usually be 
traced to a failure to comprehend or to observe one or more 
of these underlying principles. 
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EXTENT AND CHARACTERISTICS OF COOPERATION 
IN THE UNITED STATES 

Cooperation has had four notable periods, three of which 
were followed by a marked decline, caused, it is now believed, 
by the fact that inadequate attention was given to these es- 
sentials. 

Early cooperative organizations. Some attempts in coopera- 
tive marketifljr were made in the United St.ites during the first 
half of the nineteenth century. It is reported, for example, 
that butter was manufactured and sold cooperatively at Go- 
shen, Conn., in i8xo. This enterprise lasted only a short 
time, and in fact none of the cooperative projects started dur- 
ing this period appear to have enjoyed any permanent suc- 
cess. The first creamery, as reported by E. S. Guthrie,* was 
started in 1856 in Orange County, N. Y. F. B. Heaton states 
that this creamery was a cooperative enterprise, and gives the 
date of organization as 1857. A cheese ring started at Rock 
Lake, Wis., in 1841 is the earliest of which we have record,® 
and a community cheese factory was built in Oneida County, 
N. Y., in 1851. 

Other cooperative organizations came info existence about 
this time, but those that had- not disappeared earlier apparently 
went out of business on account of the disturbed conditions 
during and immediately following the Civil War. We have 
little information as to the character of these early associa- 
tions. However, it is evident that they were informal, un- 

‘ Guthrie, E. S., “The Book of Butter,” p. 4- 

•"The Country Magazine,” University of Wisconsin, February, 1923, 
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incorporated associations and had little permanent influence on 
marketing conditions. 

The second cooperative movement began with the organiza- 
tion of the Grange in 1867. During the early seventies a 
number of cooperative associations for the marketing of farm 
products were established under the auspices of the Grange. 
Nourse^ reports the organization of one farmers’ elevator in 
Iowa in 1867. In 1873, twelve were organized and fourteen 
were organized in 1874; a total of twenty-eight were 
operating in the state during the latter year. All of 
these had disappeared by 1S83. Reports received by the 
United States Department of Agriculture during 1923, 
from 1399 dairy cooperative associations, show that one 
of these, the Cayadutta Cheese Factory, Fonda, N. Y., has 
been in business for 60 years, antedating the Granger Move- 
ment. Three other cooperative associations have been in 
business for over 50 years and an additional three for more 
than 40 years. The oldest surviving creamery of which we 
have record is the Dublin Dairymen’s Association, Dublin, 
Pa., incorporated April 6, 1880, and which, in 1922, had 90 
members and did a total business that year of $92,000. 

The earliest fruit and vegetable marketing associations were 
formed during this period between 1867 and 1883. The Fruit 
Growers’ Union and Cooperative Society, of Hammonton, 
N. J., organized in 1867, is generally accepted as the earliest 
organization of its kind. It operated for 21 years. Two 
other organizations, reported to be the oldest surviving in 
their class, were organized a little later. The Goodlettsville 
Lamb and Wool Club, Goodlettsville, Tenn., made its first 
cooperative shipment in May, 1877. However, this organiza- 
tion up to the present time has followed the practice of ship- 
ping only when the bids of local buyers were unsatisfactory. 
The Johnson County Cooperative Association, Olathe, Kans., 
organized June 14, 1876, is believed to be the oldest coopera- 
tive store now in business in the United States. 

’"Fifty Years of Farmers* Elevators m Iowa/* Bulletin 211, Iowa 
State College of Agriculture. 
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Summing up the period extending from 1867 to 1883, it is 
seen that very few permanent organizations resulted from it. 
The data possessed by the United States Department of Agri- 
culture show that a total of seven cooperative cheese factories, 
two cooperative creameries, and one fruit association organized 
previous to 1883 were in business in 1923. 

Out of replies received from fruit and vegetable associa' 
tions to a questionnaire dated June, 1923, only one such asso^ 
elation, the Catawba Island Dock Company, Port Clinton^ 
Ohio, out of the 330 that replied, had been in business ia 
1883. Nourse shows that the farmers’ elevator movement 
in Iowa had entirely disappeared by 1883. Although the reo 
ords are fragmentary, they show that, for a few years in the 
eighties, the cooperative movement in the United States was. 
practically at a standstill. 

The third,.rooperative period began in the late eighties and 
was of slower growth and greater permanence than that of 
the seventies. From 1886 to 1903, according to Nourse, 52 
farmers’ elevators were organized in Iowa and 30 of these 
were in operation in the latter year. The first live-stock ship- 
ping association, with the exception of the Goodlettsville Lamb 
and Wool Club, was organized at Superior, Ncbr., November 
24, 1883, but the development of live-stock shipping associa- 
tions has taken place mainly during the last twenty years. 
The records of the United States Department of Agriculture 
show that 438 dairy marketing associations, out of 1551 re- 
porting in 1923, were organized between 1883 and 1903, or 
approximately 28 per cent of the total. Forty-eight fruit and 
vegetable associations out of 616 giving information on this 
I3oint, or approximately 8 per cent, were organized between 
1883 1903, but nearly all after 1893. Data for the pe- 

riod are incomplete. It is apparent, however, that cooperative 
dairy marketing associations became much more firmly estab- 
lished at this time than did other forms of cooperative 
enterprise. 

The development of cooperative creameries and cheese fac- 
tories in Wisconsin, Minnesota and other North Central states 
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during the nineties made up the greater part of the cooperative 
dairy movement. 

The cooperative elevator movement in the United States 
received a fresh impetus in 1903. During that year, accord- 
ing to information collected by the Federal Trade Commis- 
sion, the number increased approximately threefold, to 151. 
In 1913 there were 1775 and in 1921 the number was esti- 
mated as 4911.^ Steen - gives the total number of farmers^ 
elevator companies in the United States as 5216 at the end 
of 1921, and the capital invested as over $90,000,000. There 
was an increase in the number of cooperative associations in 
all lines beginning about 1903. 

The extent of cooperation in iQiS, A survey made by the 
United States Department of Agriculture in 1915 brought 
reports from 5424 active farmers’ cooperative organizations in 
the United States. There were undoubtedly many others 
from which reports were not received. The associations which 
reported had a membership estimated at 651,084 and were 
transacting business estimated at $635,838,684 annually. 
While the associations were distributed throughout the United 


TABLE XXXIV 

Farmers’ Business Organizations iv 1Q15 — Their Location, Member- 
ship AND Vol-XTME OF* BUSINESS 


Geographic Division 

Census Classification 

AbSOCIATIONS 

K.sttmai ep 

.\rvnER tip 

Memreks 

Estimatkd 
VaI-L'T gf 
Business 

NuTH^ier 

Prr Ont 

West North Central 

2,577 

47.5 

254.425 

5286,534,775 

East North Central 

973 

17-9 

I07 k 33I 

00,113,770 

Pacific 

416 

7-7 

65.950 

150,510,979 

South Atlantic 

329 

6.1 

37.097 

10,269,102 

West South Central. . . . 


5-8 

30,793 

7,683*734 

Vlountiin 


4-3 

34.731 

20,485,811 

East South Central 


3-9 

35.834 

7,170^323 

Middle Atlantic 


3.9 

63,971 

56,096,060 

!<ew England 


2.9 

2o,gS2 

6,924^30 

Total 

S424 

100.0 




^Frorn (lata in the files of the United States Department of Agri- 
culture. 

'"Cooperative Marketing,” p. 197. 
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States, with from 2 to 980 in each state, nearly two-thirds 
(65 -4 cent) of all the organizations were in the twelve 

North Central states, according to the reports actually re- 
ceived. 

The average number of members per association was 120, 
and the average amount of business per association was $117,- 
226. The estimated average amount of business per member 
was $977. 

Types of organizations operating in 1Q15. Nearly 85 per 
cent of the cooperative associations that reported to the United 
States Department of Agriculture in 1915 were engaged in the 
sale of dairy products, grain, fruits, vegetables, cotton and live 
stock. Over 5 per cent w'cre cooperative stores and 10.7 per 
cent were miscellaneous enterprises engaged either in coopera- 
tive buying or selling for farmers, or both. The cooperative 
elevators atwl. warehouses were 30.2 per cent of tlie number of 
organizations. Of the total membership 25.6 per cent was in 
the grain marketing associations, 21.6 per cent in the associa- 
tions for the manufacture and marketing of dairy products, 
and 10.9 per cent in fruit and vegetable associations. More 
than 45 per cent of the total volume of business was credited to 


TABLE XXXV 

Types of Farmers’ Business Organizations in 1915 — ^Tiieir Member- 
ship AND Volume of Business 


Kinds of Associations 

Associaito.ns 

KpTIMATI'D 

Mkmhkks 

PusiNF.s: 

Num- 

ber 

Per 

Ct-nt 

Number 

P-r 

Cent 


Per 

Cent 

Creameries and 

Cbccsc Factories . . 

1,708 

31.S 

140,507 

21.6 

89,061,370 

I4X) 

Grain Elevators and 
Warehouses 

1,637 

30.2 

166,726 

25.6 

289,689,218 

45-6 

Fruit and Produce.. 

871 

16.0 

109,916 

16.9 

201,542,646 

317 

Stores 

275 

5.1 

59.503 

9.1 

ii. 677 . 3 SS 

1.8 

Cotton 

213 

3-9 

18,404 

2.8 

i,S02/ao7 

5,623,800 

.2 

Live stock 

96 

1.8 

13.438 

2.1 

.9 

Tobacco 

43 

.8 

17,849 

2.7 

6450,000 

I.O 

Miscellaneous 

S 8 i 

10.7 

124,681 

19.2 

30,292,288 

4.8 

Total 

5,424 

100.0 

651,084 

ICO.0 

635.838,684 

100.0 
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the elevators and warehouses, nearly 32 per cent to the fruit 
and produce associations, and less than 15 per cent to the 
creameries and cheese factories. 

Tobacco associations reporting had an average membership 
per association of 336, the largest per association membership 
reported. The stores reported an average membership of 
220; the live-stock shipping associations 140; the fruit and 
produce associations 124; the grain elevators and warehouses 
102 ; the cotton associations 87; and the creameries and cheese 
factories 83.^ 

Cooperative selling and buying in igiQ. Valuable data re- 
garding selling and buying cooperative associations by farmers 
were collected as a part of the 1920 Census of Agriculture. 
Farmers to the number of 511,383 reported that products to 
the value of $721,983,639 had been sold through farmers* mar- 
keting organizations, and 329,449 farmers reported that prod- 
ucts to the value of $84,615,669 had been purchased through 
farmers* organizations. The total of collective selling and 
buying was $806,599,308. The number of farmers reporting 
collective selling was 9.7 per cent of all farmers in the United 
States and the number of farmers reporting collective purchas- 
ing was 5.1 per cent of all farmers. 

Over 42 per cent of the collective selling and buying was by 
farmers in the West North Central states, over 19 per cent 
by farmers in the Pacific Coast states, over 18 per cent by 
farmers in the East North Central states, and less than i per 
cent by the farmers in the East South Central states. The 
following table, based upon the census returns, shows the rela- 
tive importance of the cooperative movement by geographic 
divisions of the United States and also the relative numbers 
buying and selling cooperatively. 

Local associations. A local association which meets the 
conditions necessary for successful business operation has in it 
greater elements of stability than other forms of cooperative 
organization. The benefits derived from it are often more ap- 
parent than those of the central sales agency; the form of 

* U. S. Department of Agriculture Bulletin No. 547. 
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organization and the functions it performs are more easily 
understood than those of the centralized organization; the 
members are acquainted with the officers and manager, so 
that it is possible for small misunderstandings and dissatisfac- 
tions to be adjusted before they assume serious proportions. 
Finally, each member has an opportunity to play some part in 
the management of the business, and when his own judgment 
has dictated or approved the policy of the management, he is 
likely to defend the results of that policy. 

Where there is a tendency toward a monopoly charge for a 
middleman service performed locally, where the farmer comes 
in contact with the man performing this service whenever he 
sells his products, cooperative marketing is the natural and 
effective method of eliminating the monopoly charge and dis- 
tributing the benefits among the cooperators. 

There are other middleman functions which are not under 
the eye of the farmer. These are in operation at the central 
markets and beyond, and may be called central-market func- 
tions to distinguish them from local-market functions. Ex- 
amples of central-market functions are found in the elevator 
business at the primary grain markets, in the packing business, 
and in the distribution of potatoes, dairy products and poultry. 
The problem of securing the services of the middleman in the 
central market 'at a fair price through cooperation has not 
been so nearly solved as in the case of the local market, but 
progress has been made. 

Two methods of improving conditions in the central market 
have been tried, each with some degree of success. One 
method is state regulation, the other method is cooperation. 
Cooperation may be on the part of consumers who organize 
to reach out after their product, or cooperation may be on the 
part of producers organized to reach out with their product 
beyond the local market with a view to securing a larger share 
of the central-market prices paid for their product. 

Where there is a well-organized system of marketing, capa- 
ble of absorbing all of the product whenever shipped, as is 
true of the grain business and the packing business, it may be 
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that state or Federal regulation is the better method of estab* 
lishing fair play in the central market. These are big busi- 
nesses, requiring much capital and special skill, and they are 
carried on at such a great distance from the farmer that he 
cannot supervise the work. He must trust the supervision to 
others. This supervision will come through joint action on 
the part of farmers. They may act through their government 
or through more direct cooperative methods. Both methods 
are being tried. 

Where there is no well-organized central market which will 
absorb all the product and send it to its final destination, the 
central cooperative sales agency, if well organized and 
managed, offers a promising method of solution. 

The cooperative association often finds it necessary to reach 
out long distances for a market. The potato market will serve 
as an exaififk. The farmers’ produce company is in compe- 
tition with the big line produce companies, both at the local * 
stations and in the various cities throughout the country where 
potatoes are consumed. The formers’ company can handle 
the potatoes at the loading station at a cost to the farmer that 
is appreciably less than that charged by the line companies, but 
in finding a market for the limited number of cars handled 
by one warehouse, in competition with the line companies 
which are handling from twenty-five to fifty times as many 
cars in a year, the saving is largely lost. It is believed, there- 
fore, that the federation of local companies for the purpose 
of finding a market is a necessary step if local cooperation is 
to gain its best results in the marketing of potatoes. In gen- 
eral, it is believed that where there are no well-established 
central markets subject to supervision, farmers need to fed- 
erate local companies in order to compete successfully in the 
distribution of their products. 

Federated cooperatives. Prior to the organization of the 
Southern California Fruit Exchange in 1893, the cooperative 
movement had been almost entirely one of local associations. 
There were a few exceptions, none of wh:< h enjoyed any great 
degree of success. For example, in 1873, the Alabama, Miss- 
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issippi, Louisiana and Georgia Granges established separate 
agencies to sell cotton for their members. The Missouri 
Grange established a cooperative selling agency for live stock 
in 1874. However, the movement was essentially one of local 
associations up to a few years ago, and federations, regional or 
state associations, and national associations are of recent 
origin. 

The form of organization known as the federation appeared 
in 1893, when the local orange growers’ associations in each 
of seven producing districts of Southern California were fed- 
erated to form an ‘‘exchange.” Two years later the exchanges 
were federated to form the Southern California Fruit Ex- 
change, which later became the California Fruit Growers’ Ex- 
change. 

In a federation, the associations are the members of the 
central agency thus formed. The associations govern the fed- 
eration through elected directors. Frequently, each associa- 
tion has one vote in the federation and elects one director, or 
the voting rights of each association may be proportional to 
its shipments through the federation or the percentage that 
it pays of the total cost of operating the federation. Federa- 
tions are now rather generally incorporated without capital 
stock. It is not uncommon to find commercial corporations or 
individual producers holding membership in a federation along 
with cooperative associations. 

As a general rule, a federation is formed to act as a sales 
agent for the associations in the organization. Since a fed- 
eration is created and governed by the associations, it follows 
that it can have only such powers as they are willing to re- 
linquish. Local marketing activities — ^assembling, manufac- 
turing, grading, etc. — are controlled by the associations as be- 
fore. The product, however, is turned over to the federation 
for sale, although the associations may impose limits as to 
price and place and time of sale. From a sales standpoint 
the federation is in a much stronger position than the separate 
associations. More intelligent distribucion of products, more 
effective handling of traffic matters, and more efficient repre- 
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sentation in the markets are outstanding advantages of a fed- 
eration as a sales agency. While grading, packing and manu- 
facturing remain functions of the local associations, the fed- 
eration often introduces standard practices, and, through a 
special inspection service, maintains the uniformity of the 
grades of products shipped by the associations. When this 
has been accomplished, the federation may go a step farther 
in merchandizing by advertising the products of the associa- 
tions to the consumer under a single trade-mark. 

Federations of local associations are sometimes formed for 
purposes other than marketing. They may be formed for 
special service to their members, to inspect shipments and ad- 
just disputes with the trade, for legislative purposes, or to 
furnish their members with market information. 

State and regional commodity associations. Difficulties met 
in federating: existing associations have led some to doubt the 
practicability and efficiency of the federation, and as a result 
a form of cooperative organization known as the state or 
regional has been developed, which combines in a single asso- 
ciation the functions of the local associations and the federa- 
tion. 

The Associated Raisin Growers, Inc., organized in 1912 on 
a regional plan. The name of this association has since been 
changed to the Sun-Maid Raisin Growers Association. Here 
the association disregarded local boundaries and admitted to 
membership all producers of raisin grapes in the Fresno dis- 
trict, and in new raisin districts established outside of that 
district. All producers were members of one association and 
marketing contracts were executed between the association and 
each of its members. Government of the association is by a 
board of directors, one director being nominated by the mem- 
bers in each “voting district.” The raisin growers assigned 
their voting rights for a period of years to a board of trustees, 
but this is not the usual custom in associations of the regional 
type. Local packing houses, warehouses and factories are 
owned by the central association (or a subsidiary organization) 
and local managers, inspectors, and other employees are em- 
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ployed by the association. The organization, therefore, per- 
forms all the functions of assembling, packing, manufacturing 
and grading which in the federation type of organization are 
performed by the local associations and also performs the 
selling, advertising and other functions of the federation. Con- 
trol of all the business operations of the association is cen- 
tralized in its main office in contrast with the federation where 
a large part of the business is under local control. 

There are further economic reasons, however, for the 
growth of the regional type of organization. First, there are 
commodities, such as dried fruit, whose processing or grading 
is an intricate affair, and can best be performed in large, well- 
equipped central warehouses. The importance of the local 
association, from a business point of view, becomes less under 
these conditions. Secondly, there are other products, such as 
cotton, grain and tobacco, which must be stored for several 
months after harvesting- These can probably be stored under 
more uniform conditions, if not more cheaply, in a central 
warehouse. In addition, the producers of these products 
usually must be financed by an advanced payment before their 
products are sold. If all the marketing functions are to be 
performed by the cooperative it is important that control of 
the products shall be centralized, and a strong argument can 
be made for the regional or state association. Thus the re- 
gional associations have succeeded best where the entire 
product is grown in a few counties, so that the total area in- 
volved is not great. The greatest disadvantage of the regional 
commodity organization is^ the lack of close contact between 
the members and the management. Unless constant effort is 
put forth to keep the membership fully informed of the work of 
the association, there is danger that the association will 
disintegrate. 

It takes a higher type of intelligence to cooperate under- 
standingly in a state-wide rather than in a community organi- 
zation. This disadvantage may disappear in time, but at 
present it is a weak spot in the organization. Further, the 
state-wide association does not give the farmer an opportunity 
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to take an active part in the management of his organization. 
The state-wide organization is little more than a selling organi- 
zation in which the contract is the central feature and in 
which the spirit of cooperation is secondary. The selling 
agency thus established has much in common with a mutual 
life insurance company. If these state agencies are to become 
truly cooperative it will be necessary to organize local associa- 
tions within the central association, which will serve as govern- 
ing units, as agencies to perform local functions, and as cen- 
ters of information for the members. 

Much attention has been given to the problems of tobacco 
marketing. The Burley tobacco growers of central Kentucky 
are probably better known than any of the others, possibly 
because of the strenuous fight for a better marketing system 
they have been making ever since the “crop cut out” and 
the “night riders” of 1908. In 1923 seven tobacco growers’ 
associations were in operation in the United States, handling in 
all about 660,000,000 pounds of tobacco, and with a total 
membership of 288,000. 

Local cotton marketing associations have been in operation 
for many years, but the depression in the price of cotton 
while the 1920 crop was being sold gave great stimulus to the 
movement which at that time took the form of state and 
regional associations without organized local constituencies. 
A movement is now on to bind the members together into local 
groups or associations, the membership of which will be the 
constituents of the state or regional sales agencies. 

State grain marketing associations were organized in 16 
states up to the beginning of 1924. Features of the state 
grain associations are a long-term contract with individual 
producers and a system of pooling returns. The state associa- 
tions do not own or operate elevators or warehouses, although 
in a few states these facilities are owned by subsidiary cor- 
porations. A movement is now under way to affiliate state 
grain marketing associations into national or regional sales 
agencies. Two central organizations of this kind are now in 
existence. 
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Four state or regional associations were operating in 1923 
for the purpose of marketing dairy products. Primarily these 
are milk marketing organizations, selling fluid milk to dis- 
tributors in the cities. The problem of disposing of the sur- 
plus production of their members, however, has led all of them 
to operate cheese factories, creameries, condenseries, and ice 
cream plants. 

Cooperative national sales agencies. Cooperative national 
sales agencies are a development of the last few years and aim 
at still further consolidation in the cooperative marketing of 
farm products. The American Cotton Growers’ Exchange is 
a national sales agency, an unincorporated organization 
formed under an agreement between the state cotton associa- 
tions, and governed by a board of trustees. The Federated 
Fruit and Vegetable Growers, Inc., is a national cooperative 
sales agency for fruit and vegetable cooperative associations 
and federations. Its members are the organizations making 
use of its services, and its board of directors are representatives 
of these organizations. This national agency is represented 
in the carlot markets by its own agents, or by brokers with 
whom it has contracts. It maintains a corps of sales managers. 
The associations which do not maintain their own sales forces 

•r 

can secure the services of one or more of these men during the 
shipping season.. Sales service is funished at the regular rate 
£tnd any surplus is returned to the associations after expenses 
are paid and a sum set aside for reserves. The Federated 
maintains a traffic and claim department to serve its member- 
organizations. 

Terminal market organizations. Under terminal market 
organization may be grouped cooperative live-stock commis- 
sion companies, and terminal grain marketing organizations. 
A number of cooperative milk distributing associations, al- 
though differing from live-stock and grain organizations in 
structure and operating methods, may be included among 
terminal market organizations for the sake of convenience. 
The cooperative live-stock commission companies and a few 
grain marketing organizations are the only kinds of coopera- 
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live associations that clearly fall in the class of terminal 
marketing agencies. Some grain marketing associations oper- 
ating in the terminal markets and the milk distributing asso- 
ciations assume more or less direction of the shipment of the 
commodities which they handle, and the manner in which 
they are packed, processed and graded. In these activities, the 
organizations go outside of the terminal market and assume, to 
a greater or less extent, the functions of a federation or state 
association. 

Cooperative mUk distributing organizations. Cooperative 
milk distributing organizations are associations of producers 
in the territory supplying milk to the city where the head- 
quarters of the organization is maintained. As a general rule, 
they are organized with capital stock and for the mosi part 
this stock is held by their producer members and the organi- 
zation is operated on the basis of paying a nominal dividend 
to stockholders and returning surplus earnings to the producers 
on the basis of the quantity of product delivered by them. 
In some instances, stock has been sold to non-producers and 
higher dividends have been paid than are justified from the 
cooperative point of view. The organization as a class, how- 
ever, adheres rather closely to accepted cooperative practices. 

In typical instances the association owns a plant where 
milk received from its members in cans is pasteurized and 
bottled. As a general rule, these organizations deliver milk 
directly to the consumers in bottles, although the surplus or 
certain portion of their regular supply may be turned over to 
commercial distributors. 

Bargaining associations. Bargaining associations are a 
feature of the dairy industry. These organizations are usually 
non-stock cooperative associations whose members are pro- 
ducers in the territory over which each association op>erates. 
Bargaining associations do not engage in marketing and for 
that reason do not require working capital and can be easily 
set up and put in operation. The organization is usually 
managed by the secretary with a small clerical staff, and some- 
times with a few technical assistants. 
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The duty of the secretary is to collect data with regard to 
the cost of producing and distributing milk^ and other factors 
which will affect the price paid to dairymen. Once a month 
he calls together the milk marketing committee of the associa- 
tion, who meet with a committee of the dealers for the pur- 
pose of determining the price that will be paid to the producers 
during the following month. Frequently officials of the State 
Agricultural College are asked to consult with this committee. 
If the dealers and the committee of the producers are unable 
to agree on a price, a board of arbitration is usually selected 
to make a final determination. The dairymen deliver milk 
to their regular dealers and the dealers make returns direct 
to the producers at the price agreed upon, after deducting a 
small amount which they remit to the secretary of the bar- 
gaining association for the maintenance of the organiza- 
tion. 

Status of cooperation in the iQ2f~28 marketing season. 
There were 11,400 farmers’ organizations actively engaged in 
collective selling, or buying, in the 1927-28 marketing season, 
according to a survey made by the United States Department 
of Agriculture. These organizations had an estimated mem- 
bership of over three million, representing apprjj^ximately two 
million farmers. They were transacting business amounting 
to more than i:wo billion annually. As regards number of 
associations, over 75 per cent were in the twelve North Central 
states, Minnesota, Iowa, Wisconsin, Michigan, North Dakota, 
South Dakota, Nebraska, Kansas, Missouri, Illinois, Indiana 
and Ohio. Nearly 6 per cent of the associations were in the 
three Pacific Coast states. Nearly 90 per cent of all the asso- 
ciations were engaged primarily in selling the products of their 
farmer members. The other 10 per cent were engaged in col- 
lective buying or the operation of cooperative stores. The 
largest number of organizations handling a single line of farm 
products was the 3,455 associations engaged in the operation of 
grain elevators. There were approximately twenty-five hun- 
dred organizations marketing dairy pioducts and about two 
thousand engaged in the shipping of live stock. 
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table XXXVII 

Fakmms’ Business Organizations in 1928 — Number or Associations, 

iLSTIMATED MeMBEXSHIP, AND KSTIMATED BUSINESS, WITH 

Percentages, for Geographic Divisions, Leading 
States, and Commodity Groups, 1927-28 ' 
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^ Table furnished by U. S. Department of Agriculture. 
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Permanency of cooperation. The history of agricultural 
cooperation is not generally known and the present extent of 
agricultural cooperation in the United States is not generally 
recognized. In number of cooperators, number of commodi- 
ties handled, and volume of business the extent is enormous. 
The amount of energy now being expended in cooperative ef- 
fort promises a great future expansion. Cooperation as a 
fundamental principle is essentially sound. On the under- 
standing and character of men who lead these efforts and on 
the understanding and character of the rank and file in the 
organization depends the permanency of results. 

The organization of the Federal Farm Board may prove a 
turning point in the history of agricultural cooperation in the 
United States. It is too early (September 1930) to pass upon 
what has been done. Danger lies in the undertaking of tasks 
by the cooperatives for which they are not fitted. Furthermore 
cooperation has succeeded by hard work and by the personal 
sacrifice of the leaders. Are we entering upon a new era in 
which the old limitations will not be present? It is too early 
to predict what the Farm Board will do for or to agricultural 
cooperation. 



CHAPTER XXXV 

THE SOCIAL SIDE OF FARM LIFE' 

The growth of national wealth makes possible improvements 
in the conditions of life in the farm home and in the rural com- 
munity. The tendency has been for the various modern con- 
veniences to be introduced more slowly in the homes of the 
farmers and in the social life of the rural communities than in 
the more densely populated centers. This is true partlv be- 
cause of the greater opportunity for human contact in the 
cities than ia the country, partly due to the fact that some 
of the city conveniences can be provided more economically 
on a large than on a small scale, and partly to the fact that 
farmers who have been prosperous and gained a competence 
have too often given their attention to buying more land 
rather than to the improvement of the conditions of life in the 
home and in the social group. 

Leaders like Sir Horace Plunkett have emphasized that with 
‘^better farming and better business” should go “better liv- 
ing.” The natural opportunities for a full life are better in 
the country than in the city. It is now practicable to bring 
into the rural homes the conveniences which make for com- 
fort. The possibility of organizing social life in the country 
in a satisfactory manner has been demonstrated by many 
communities. 

In order that greater progress may be made in bringing 
about conditions of “better living” in the country the condi- 
tions of farm life are being studied with a view to helping 
farmers in their efforts to reach out for the better things of 
life. 

‘This chapter was prepared especially for this bork by Di. C. J. Galpin 
and Emily Hoag Sawtelle. 
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Rural hope. The progress of the land worker up the ladder 
of financial independence is marked by a continual struggle 
on his part, both with forces within himself, which he often 
fails to understand and control, and with the forces of the 
outside world which limit his actions in striving for success. 
He encounters subtle resistance at every step on his way, 
yet he is able to rise from the position of hired laborer to that 
of tenant farmer, from the position of tenant farmer owning 
the equipment to that of owner of the land and possessor of 
the profit, from isolated farmer to member of an organized 
economic group. 

Is there equal hope for the development of the social side 
of the farmer’s life? Is there opportunity for growth in the 
cultural, educational, religious, and aesthetic aspects of the 
life of the farmer and his family, commensurate with its eco- 
nomic progress? It is the aim of this chapter to set forth the 
elements of the social side of farm life, so as to disclose the 
basis of rural hope. 

The Country Life Commission, In 1908 Theodore Roose- 
velt, then President of the United States, appointed a com- 
mission on country life, for the purpose of gaining such in- 
formation and advice as would enable him to make recom- 
mendations to Congress in the interest of better country living 
conditions. 

President Roosevelt’s letter appointing the commission af- 
fords a good introduction to the study of the social side of 
our farm life, as in fact it may be considered the beginning of 
the country life movement in America. The following senti- 
ments from this letter form a significant admission that the so- 
cial side of farm life, as a national problem, has lain outside 
the line of sight of farmer, on the one hand, and statesman, 
on the other: 

“The social and economic institutions of the open country 
are not keeping pace with the development of the nation as a 
whole. . . . The farmer must first of all grow good crops in 
order to support himself and his family. But when this has 
been secured, the effort for better farming should cease to 
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stand alone and should be accompanied by the effort for bet- 
ter business and better living on the farm. . . . Agriculture 
is not the whole of country life. The great rural interests 
are human interests, and good crops are of little value to the 
farmer unless they open the door to a good kind of life on the 
farm. . . . How can the life of the farm family be made less 
solitary, fuller of opportunity, freer from drudgery, more com- 
fortable, happier, and more attractive? . . . How can life on 
the farm be kept on the highest level? . . , How can a com- 
pelling desire to live on the farm be aroused in the children 
that are born on the farm? ... All of these questions are 
of vital importance, not only to the farmer, but to the 
whole nation. . . . There is no more important person, mea- 
sured in influence upon the life of the nation, than the farmer's 
wife, no more important home than the country home. . . . 
The farm^^f’^ h'lve hitherto had less than their full share of 
public attention along the lines of business and social life. 
There is too much belief among all our people that the prizes 
of life lie away from the farm.”^ 

In response to President Roosevelt's letter, the Country 
Life Commission made an analysis of the main deficiencies 
in country life, and suggested remedies for the deficiencies. 
Three important recommendations were handed to President 
Roosevelt. First, a recommendation was made for a com- 
prehensive plan of study or survey of all the conditions that 
surround the people who live in the country. The commis- 
sion suggested that Federal and state governments, agricultural 
colleges, other educational agencies, organizations of various 
types, and individual students of the problem be brought into 
cooperation for the great work of investigating with minute 
care all agricultural and country life conditions. 

Second, a campaign for rural progress was mapped out. 
The commission believed there should be held state and na- 
tional conferences on rural progress, designed to unite the in- 
terests of education, business organization, and religion into 
one forward movement for the rebuilding of country life. 

* The Report of the Country Life Commission. 
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Third, according to the recommendations of the commission, 
each state college of agriculture should be empowered to or- 
ganize as soon as practicable a complete department of college 
extension. The work should include such forms of extension 
teaching as lectures, bulletins, reading courses, correspondence 
courses, demonstration, and other means of reaching the peo- 
ple at home and on their farms. It should be designed to 
forward not only the business of agriculture, but sanitation, 
education, homemaking, and all the intimate interests of coun- 
try life. 

National attention centered upon the farm family. The 
report of President Roosevelt’s Country Life Commission in 
December, 1908, although not acted upon by Congress as the 
President had looked for, aroused universal interest in coun- 
try life. The press was quick to give wide publicity to topics 
which had never before found a place in magazine or daily. 
State conferences on country life matters, drawing together 
rural people, were called at agricultural colleges, state univer- 
sities, and normal schools in nearly every section of the United 
States. Farmers’ organizations, religious bodies, and business 
clubs were centers for the discussion of this new subject. 
From 1909 to 1914 city dailies, national magazines, and coun- 
try weeklies devoted constantly increasing space to country 
life progress. In 1914 the tragedy of the World War, how- 
ever, quickly 'reduced the space given by the press to the 
social side of farm life, and forced the food side of farm life 
into greater prominence. 

However, the agitation of conference, pulpit, and press dur- 
ing the five years succeeding the report of Roosevelt’s Coun- 
try Life Commission left a distinct trace in American 
thought. National attention was turned to the human beings 
on the farm and to farm life institutions. There was at once 
an arrest of flippant talk about the farmer and his family. 
Country foibles ceased to be the butt of jest, and earnest ef- 
fort was started to understand social conditions surrounding 
the land worker. 

After the first crop of superficial opinions and remedies. 
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came a determination to study seriously all phases of human 
life as related to the farm. Commissions were appointed in the 
field of rural religion, rural education, rural health and recre- 
ation. Colleges appointed instructors in rural life, and “rural 
sociology” became a claimant for a place among the sciences. 
A group of young rural socio-economists developed. Theolog- 
ical curricula began to give attention to the “rural church.” 
State boards of education began policies of redirection of rural 
schools. University extension work added the “farm house 
and home” to its projects, and agricultural colleges and re- 
ligious bodies took the first “surveys” of rural life. 

Broad interpretation. To thinking people the country life 
movement is not in any sense a literary revival of the poetic 
appreciation of nature, the open road, the pictured sky, and 
the rural landscape. Nor is it a philanthropic enthusiasm with 
an “uplift” motive. The country is not a national, out-of-the- 
way slum. Ic be cleaned out. Neither is the movement a con- 
scious class struggle of farmer against townsman. 

But rather this new movement is to be interpreted as a 
creed, a belief, if you please, that country life has latent social 
forces which are susceptible of development; that reorganiza- 
tion of rural forces in such manner as to replace poorly ad- 
justed social relations with natural and logical adjustments will 
free the farm population for a full and fair life. Those most 
closely in touch with the new rural hope believe that national 
life, yes, even urban life, will be equally benefited by a develop- 
ment and reorganization of country life and its institutions. 
How far this rural hope, aroused by the country life movement, 
is justified by the facts of country life, labor, and struggle, it 
is our purpose to determine in the topics which follow. 

Rural investigations. The Country Life Commission, in its 
list of deficiencies, gave prominence to “a lack of knowledge 
on the part of farmers of the exact agricultural conditions and 
possibilities of their regions, . . . The time has now come,” 
the report reads, “when we should know in detail what our 
agricultural resources are. . . . We cannot make the best and 
most permanent progress in the developing of a good country 
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life until we have completed a very careful inventory of the 
entire country. . . . This would result in the collection of 
local fact, on which we could proceed to build a scientifically 
and economically sound country life.” 

The chairman of the Country Life Commission had been 
an exponent of agricultural surveys for nearly two decades. 
It was but fitting that he should be the person to sound the 
note for country life surveys and expound the survey idea as 
applied to the social side of farm life. In 19 ii he set forth 
the following general ideas on the scope and character of rural 
survey work: The real rural survey, he stated, should be a 
slowly and studiously made record, rather than a mere ex- 
ploration, an inspection, a canvas, or a campaign. It was 
his belief that any lighter efforts, however necessary for tem- 
porary uses, belong to a different Order of inquiry. Then, too, 
according to the chairman, the survey should be strictly scien- 
tific in spirit, taking account of every significant fact, wholly 
apart from bias in the mind of the surveyor, the goal being 
the making of a record of the entire situation, and the telling 
of the whole truth, in order to accumulate a substantial body 
of fact, so that every community might build its life upon the 
fact of the community. It was the plan of the chairman that 
these surveys should be made by many agencies, such as col- 
leges, schools, departments of agriculture, and experiment sta- 
tions, assisted by societies, churches, welfare agencies, and in- 
dividuals, all working under a plan of cooperation.^ 

Some rural surveys. In response to the policy of study, in- 
vestigation, and survey set forth by the Country Life Com- 
mission, “an agricultural survey” in 1911 in Tompkins County, 
New York, although devoted mainly to labor incomes, took 
stock of certain country life features, and pioneered the way 
in survey making. Consideration, for example, was given 
women farmers. Their labor incomes were compared with the 
labor incomes of men. Their help problem on the farm was 
inspected. Their total opportunity was assessed. 

To take another instance, the farm near town or city, as a 

*L. H. Bailey, "The Survey Idea in Country Life Work.” 
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residence, home, and side occupation for people in town or 
city occupations was considered. The opportunity for a 
lawyer, teacher, mechanic, and the like, to live in the country, 
operate a farm, and still carry on work in town was estimated 
on the basis of the instances encountered. 

The value of good country roads was not allowed to pass 
unnoticed. The empty houses in the country were explained, 
interpreted, and differentiated from abandoned farms. 

An interesting correlation was made between the education 
and labor incomes of farmers in Tompkins County. A high 
school education in this area of investigation was apparently 
equal to a $6000 bond bearing 5 per cent interest. Younger 
farmers, however, did not seem to be more highly educated 
than their elders.^ 

A remarkable series of ‘‘Rural Life Surveys,” made from 
the point of view of the church, in Missouri, Ohio, Tennessee, 
Maryland, Ihmois, Kentucky, Indiana, and other states, began 
to appear in 1911 and continued through a period of several 
years. In each state several selected counties were surveyed, 
generally by townships. The economic conditions, the gen- 
eral character of the population, the social mind (involving 
communication, community manners, meetings, amusements, 
families, cooperation, organizations), clubs, education, recre- 
ation, morals, religious conditions and activities, social wel- 
fare (involving public health, distribution of wealth, commun- 
ity improvements), maps and charts, are all included in the 
wide array of topics taken up by these studies. Photographic 
illustrations of bad and good conditions appear frequently in 
the pamphlets, ^'his series of surveys has had a wide influence, 
especially in focusing attention upon bad rural conditions, and 
leading people to a program of rural progress.- 

Some significant township social surveys have been made 
by various universities and colleges. These cover the range 

*C. F. Warren, “An Agricultural Survey,” Bulletin 295, Cornell 
University. 

*Tlie Department of Church and Country Life of the Presbyterian 
Board of Home Missions. 
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of social, religious, educational, health, and economic condi- 
tions in a general way, and mark the beginnings of serious 
effort to correlate the facts in the whole field of country life.^ 

A few educational studies covering the rural school situa- 
tion in a state have been published by departments of public 
instruction, state universities, and colleges of agriculture.® 

Health surveys are just starting with expert investigators 
behind them. The units of measure are so well standardized 
that rural health studies may be looked for in increasing 
numbers. 

Many rural community surveys have been attempted, but 
very few have been published. A community survey of ten- 
ancy here and there has shown the way to specialization in 
the study of farm life.® Interesting school district surveys 
have been taken by country children and teachers. Several 
analyses of counties into communities by a process of survey 
have displayed the close relation of farm life and village, town, 
and city institutions.* Beginnings have also been made in 
tracing out county government budgets to locate the effective- 
ness of official service in the county form of government.'' 

A cooperative plan of national research. Country life has 
justified itself by these initial studies as a field worthy of in- 
vestigation. These surveys, although made in " limited areas 
of the United States, and carried on without regard to con- 
certed action, Tiave proved stimulating and have awakened 
the hope that a national plan of research may soon be set in 
motion. The pressing need now seems to be for a determina- 

' Carl W. Thompson, ‘‘Social and Economic Survey of a Rural Town- 
ship in Minnesota.” Lewis H. Haney and George S. Welirwein, "A 
Social and Economic Survey of Southern Travis County, Texas.” Paul 
S. Pierce, ‘‘Social Surveys of Three Rural Townships in Towa.” George 
H. Von Tungeln, *‘A Rural Social Survey of Orange Township, Iowa.” 

® E. V. White and E. E. Davis, “A Study of Rural Schools in Texas.” 
C. C. Sargent, “The Rural and Village Schools of Colorado.” W. H. 
Allen, ‘‘Rural Schools in Wisconsin.” 

* Agricultural Experiment Station of University of Wisconsin, Research 
Bulletin 44, ‘‘Farm Tenancy.” 

*C. J. Galpin, “The Social Anatomy of an Agricultural Community.” 

•E. C. Branson, The University of North Carolina Record, Septem- 
ber, 1917. 
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tion of the most significant problems which are susceptible 
of study in the life of our farm populations. These problems 
should be stated in standardized form, and then more or less 
uniform methods of study should be agreed upon for general 
use.^ 

The Division of Farm Population and Rural Life in the 
Bureau of Agricultural Economics, United States Department 
of Agriculture, is facilitating concerted study. 

The United States census of population. To know the move- 
ment of populations is a desideratum from many points of 
view. Heretofore the census has given us two main classes 
of population, the rural, the urban. The urban population, 
broadly speaking, has included all persons living in in- 
corporated places of 2500 people or more; the rural 
population includes all persons living outside urban territory. 
The census report for 1920, however, has introduced into 
statistics ' a new concept, viz., ‘Tarm population,” defined 
broadly as comprising all persons living on farms. Chapter 
XIV, Volume V, Fourteenth Census Reports, presents state 
by state the farm population tabulated by sex, race, nativity, 
color and age. This new statistical concept, if utilized fully, 
will remake the statistics of farm life. The characteristics of 
American farm people will become known and the movements 
to and from farms, decade by decade, will be gaged. Indeed 
we look forward to the actual mapping and charting of the 
movements of population into constant streams, periodic cur- 
rents, and unusual waves. 

If the census could classify our population under three 
heads, namely, city population (setting up a standard of popu- 
lation for a city), village population (setting up a standard 
of population for a village), farm population (population liv- 
ing on farms), we would have the basis for a scientific calcula- 
tion of population movements, and we should begin to know 
exactly about “decreases” and “increases” and direction of 
“migrations” of our land dwellers. It would be a source of 

’ Rural Sociology Committee, “Standardization of Research," American 
Journal of Sociology, November, 1918. 
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valuable knowledge on farm problems, morever, to be able 
to discriminate village population from farm population. The 
relationships between village and farm require this discrimina- 
tion, rather than the merging which we have at present. 

Village problems on the human side are quite distinct from 
farm problems. In fact, village psychology, village institutions, 
village government, village abnormality, and the like, justify 
separate research methods and separate treatment. 

The census should become the great basal source of re- 
search in country life problems. And it will take its place 
and function in this respect just as soon as the foregoing three- 
fold classification of population is standardized. Then a 
series of tabulations on literacy, illiteracy, age groups, color, 
nationality, sex, marital conditions, in respect to each of the 
three classifications, would give the initial materials for further 
research.^ 

Reorganization. The country life movement is now at the 
stage of reorganization. Old institutions are being subjected 
to close inspection with a view to adapting them more per- 
fectly to present conditions. New institutions are being pro- 
posed to give a better channel of life to the farming group. 
Methods of rural organization everywhere (Kcupy the center 
of attention. Some urban institutions, likewise, ^are in process 
of adjustment to newly reorganized rural relations. Econ- 
omic problems of the farm in some cases wait upon the re- 
organization of the institutional life of farm and town. A 
survey of the problems of organization will disclose to a close 
observer the profound character of the attempt thoroughly to 
organize the human side of farm life. 

The farm household. Family life in the farm household at 
once engages the thought of those who would modernize living 
conditions in the country. A general opinion obtains that the 
American farm family is restless, no sooner getting settled upon 
a piece of land in a community than it opens the, doors to 
floating suggestions of a better farm, a more favorable com- 
mimity, a more congenial climate, elsewhere. Not that out- 

' C. J. Galpin, “Rural Life/' p. 359- 
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and-out endeavors to shift from farm to farm are started; but 
that the American farm family always views shifting as within 
easy range of the possible. So owners of farms in America 
are not viewed as rooted and grounded in any particular com- 
munity to be transplanted with the same difficulty as a mas- 
sive oak. Farm tenants, moreover, are proverbially mobile, 
shifting, cutting and trying from farm to farm, and from 
community to community. 

To this instability of the American farm household has been 
ascribed the undeveloped character of rural institutions. If 
all farm families, even the leading ones, are shifting, then 
permanence, long-time policy, lavish attention, are impossible 
in behalf of the institutions and organizations surrounding 
the household. How to stabilize the farm home, therefore, 
without rendering it immobile, is a problem of the first class, 
possibly incapable of solution until tenancy shall have re- 
ceived prrionged cooperative study and shall have been taken 
up more elaborately into public policy. A hope exists that 
tenant shifting may be much decreased by a simple knowledge 
of the social forces at work, and an application of methods of 
social control. 

There is a suspicion, moreover, that instability in rural 
family life may be related somewhat to the ideal of “getting 
on” materially, or, as the farmer views it, “getting out of debt.” 
The mortgage on the farm is the strong bond of household 
partnership. Everyone works to burn the mortgage; every- 
one, moreover, overworks; and even if an actual obsession 
does not completely control the whole family, too often so 
large a preponderance of attention is given to production, 
profits, savings for the mortgage, that the home spirit is 
driven from the fireside. Deep sentimental attachments to the 
house as a human habitation, to the farmstead as a spot sacred 
to the anniversaries and traditions of the family, frequently 
do not develop. 

When the mortgage is burned, the work bond is broken, the 
compelling motive is withdrawn, and the family is susceptible 
to new ideas of speculation or of a premature retirement from 



546 OUTLINES OF AGRICULTURAL ECONOMrCS 

an overcrowded economic life. If it has not been completely 
smothered in the days of debt paying, the home spirit may 
arise from the ashes of the mortgage, and new life may come 
to all the inmates of the home, and life as a goal may be 
counted more valuable than the material basis of producing. 
The new spirit will gently lead the human beings where the 
old ideal whipped the toilers to the field. When the mortgage 
bogie is once driven from the American farm household, a 
calmer spirit of stability, a firmer attachment to the spot 
where life is lived, will ensue. 

The mortgage bank with long-term loans, fair interest rule, 
and very gradual payment of the principal, will do much to 
drive away the “get out of debt quick” specter from the soul 
of the farm home. Life, human life, then will more and more 
become the motive of country living. 

The problem of the farm household will not be solved until 
there appears among its members an appreciation of the finer 
things of life. This needed appreciation will come increasingly 
as the farm housewife is freed from drudging toil, as the farm 
child is allowed to get in touch with a larger cross section of 
life, and as the farm father grows to feel on easy terms with 
the business men. of his community. 

One strong influence leading to hope and appreciation in the 
home will be a policy of screening off from the house and home 
view, with objects of beauty, the more vulgar aspects of 
farm work, necessary as they may be. Walls, trees, hedges, 
vines, have always been used as screens, more or less, about the 
house. A public policy to this effect would make the practice 
more general. All pictorial representations of farm life in ad- 
vertisements, in books, in magazine articles, in wall decora- 
tions, would do a service to the life side of the farm household 
if they were to put forward the best, the Ideal indeed, rather 
than the common realistic instance in posture, garment, gait, 
and use of hand implements. 

There is one reservation to be made in regard to the re- 
organization and socialization of the farm household. America 
will demand that no scheme of organization of the farm home 
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shall endanger the stamina of the farm family as a basal unit of 
the nation. No social progress would be worth while at the 
price of a weakening of the family tie on the farmstead. The 
final statement, therefore, of the farm household problem is how 
to give the farm family the higher goods of life in much larger 
measure, and how at the same time without fail to maintain 
the present bond of virility in the family unit. 

The neighborhood. Family life in the country is environed 
with neighbors. As in biblical history, the drama of life on 
the farm is played by father, mother, sons, daughters, ser- 
vants, and neighbors. The neighborhood is a unit of loose 
organization. However, its bond of cohesion, racial, topo- 
graphical, or institutional, is usually very real and admits of 
tightening. “Good neighbors,” “accommodating neighbors,” 
“neighbors you can depend on,” are phrases which indicate 
the tie of organization. “Gossipy neighbors,” “slippery neigh- 
bors,” “rough* neighbors,” indicate a deficiency in organization. 

The fact is that scientific farming needs neighborhood 
spirit, enterprises, and mechanism of organization. Technical 
cooperation depends upon neighborliness, and good neighbors. 
Common policies with respect to the territory of the neigh- 
borhood, the institutions of the neighborhood, the roads of the 
neighborhood, imfdy a degree of intensive organization. 

The problem of organization of this territorial unit which 
stands above the farm household involves, first of all, a some- 
what official or at least standardized recognition of neighbor- 
hoods in the county. Several studies of agricultural neigh- 
borhoods, recently made by the United States Department of 
Agriculture in cooperation with colleges of agriculture, have 
helped clear up the obscurities surrounding the “rural 
primary group” and have made a place for it in social 
thinking. 

It is quite probable that the neighborhood population 
group, which has the flavor of spontaneous choice about it, 
is one of the most im[>ortant groups for organization and so- 
cial utilization in farm life. How shall this unit be integrated 
into modern rural county organization? Is it most naturally 
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a school group? A cooperative group? A farmers’ club 
group? A neighborhood house group? 

It is perhaps idle to let the fancy go upon this problem' 
without considerable study of the social texture, psychology, 
and economics of the neighborhood. Very little as yet has 
appeared, either in literary or survey form, upon this feature 
of farm life. Some few settlements, school districts, villages, 
some few mountain clans, have been described; enough in 
fact to substantiate the claim that every county is packed 
with socio-economic population groups of this character. It 
is greatly to be desired that some responsible investigating 
agency should give us a study of some county and make such 
an analysis as will etch the neighborhood group into our 
geographic sense. Not till this study has been made can the 
problem of organization even be stated. 

The business community. As the farmer becomes increas- 
ingly a business man, it is of growing importance that he 
should be a recognized member of some one business com- 
munity. Business is interlocking. The mercantile business, 
the manufacturing business, the farming business, are fit sub- 
jects for closer mutual organization, but from the point of 
view of county life, the first essential is that the farm shall 
be unmistakably linked with a particular local community of 
business enterprises. The farmer needs the esprit de corps 
of business Associates, not only in farming, but in the other 
•lines of business throughout his local community. 

From being a solitary seller of farm produce and buyer of 
the raw materials which enter into his farm products, to being 
associated with the farmers of his neighborhood in selling and 
buying, is a considerable step; but this sort of business as- 
sociation falls short of ranging oneself with the business men 
in general of a considerable village or small city trading cen- 
ter. The farmer’s kind of business is worthy of being repre- 
sented in the local business group. The modern farmer is 
personally worthy of this association. Moreover^ the com- 
munity of business in town and on farm has a unity of pur- 
pose, territory, institutions, ideals, which logically demand 
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that every farmer of hope recognize himself as a member of 
the business group and assume all the responsibilities of bis 
common business citizenship. 

The time has passed when a modern farmer can evade his 
local responsibilities as a business man with the plea that be 
can go to several trading centers at will, for he can and should 
choose his main business center and business associates. The 
time, also, has gone when the mercantile and professional 
business men of a village or city can ignore the outlying farmer 
as a community partner in business enterprises on the ground 
that he is not a voter in the village or city. The right at- 
titude of farmers and townsmen is based upon the fundamental 
fact that most villages and small cities in America have fixed 
agricultural land bases, and that farm and town belong to each 
other. 

The problem of reorganization of the business life of the 
farm involves ' on the social side the distribution of American 
population into rather definite population groups of town and 
territorially associated farms. The sooner a farmer knows his 
business group and stands loyal to his group, the sooner a 
community spirit will arise which will react upon the farmer’s 
habits of life and thought. A great service remains to be done 
through some sort of official mapping of these community 
groups. Whether a closer legal relation, such as some form of 
municipal government, will ever obtain between the territory 
of farm and adjacent town, it is premature to surmise. The 
feud between farmer and townsman, although of long stand- 
ing, in fact dating back as far as the independent stride of the 
one, and the suave speech of the other, is not without its history 
of truce and honest endeavor to come to terms of community 
understanding. The endeavors of many commercial clubs, 
boards of commerce, business men’s associations, town and 
country clubs, to bridge the gap between town business and 
farming furnish grounds for the belief that some general and 
final agreement will prove mutually satisfactory. 

Educational institutions. If real hope is to enter country 
life, considerable reorganization of the rur^l channels of edu- 
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cation will be necessary. Some expansion in their ideals of 
education will need to come to farmers. There will be re- 
quired also on the part of townsmen some recognition that 
education, high as well as low, is a legitimate privilege of the 
country dweller. Some further adaptation of educational cur- 
ricula to the vocation of farming will have to be made. In 
fact, if the farmer’s family is to be a candidate for a life of 
culture, refinement, and skill, the doors to right training must 
be opened wide, and this means schools, large schools, high 
schools, vocational schools. 

The problem of schools — that is, the problem of leading 
children into the world’s experience before the child has had 
his own experience — is wrapped up in the whole problem of 
the social side of farm life. Not until the farmer has some 
abatement of his timidities and senses his ability to use large 
units, will he rise to the ideals of education for his children. 
Not until he gets over the feverish obsession for cleaning the 
debt off the farm, and substitutes life as a goal, will the farmer 
come into the full fruition of this educational hope. When the 
household regime is enriched by a neighborhood regime, and 
this is supplemented by community organization, education 
will presumably receive a large impetus. 

The deficiencies of the country school have been generally 
perceived, and the remedies are fast being applied. One ques- 
tion, however, still remains unanswered: whether the larger 
country school of the consolidated graded type shall be or- 
ganized with little regard to the larger community of business, 
or whether it shall be an integral part of a community system, 
leading up to a community high school offering vocational 
courses. Perhaps this undetermined question is fundamentally 
a problem of democracy, and may be stated thus: shall the 
farm child grow up in an educational democracy, or shall he 
be trained in a group of farm children, somewhat aloof from 
the children of tradespeople, artisans, professional people? 

It may be that the country school which shall be organized 
with respect to natural population grouping will be found to 
be a school of large neighborhood, and contain only, or quite 
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largely, farm children; but it may also be foimd that it is 
wholly within one business community, and is correlated with 
a local community high school. 

The problem of educational organization will have one im- 
portant question to determine, namely, whether the farmers’ 
high school shall be apart in the open country, or whether it 
shall be democratic and be located in a town center. Both 
farmers and townsmen are parties to this problem. The nation 
demands workable democracies; but it also demands that 
each class of workers shall be so protected that neither they 
nor their work shall suffer. If a democratic high school can 
be operated so as to be fair at every point to farming as an 
occupation, and to farm people as a class, then a high school 
in town will be no more objectionable than a bank in town. 
But if such a high school shall act practically as a sponge to 
take up the children from the land and squeeze them into the 
city for life, Uien a high school in the country will be the 
chosen alternative. 

Business institutions. How far can the farm get on without 
the traditional mechanisms of economic exchange? Is the re- 
tail town a necessity for farming? Or could farmers better 
do with the mechanisms of a metropolitan trade center, mail 
agencies, parcel i)ost, express, freight? These are questions 
which arise for academic debate, and many farmers act in 
their trade as if they had come to a decision in the matter. 
Are new mechanisms of trade required to displace the retail 
stores of the town? Should farmers band together in buying 
and selling? How completely should this policy, already 
tried a little, be applied? Should there be farmers’ mechan- 
isms for selling, but not for buying? For selling all their 
products, but for buying only such raw materials as enter into 
their agricultural product? Could the community trading 
town compromise with farmers in trade matters to this extent, 
that it would agree that farmers should operate in town selling 
exchanges, shipping agencies, produce exchanges, etc., on the 
condition that the farmers’ buying agencies would deal only 
in articles which enter into the agricultural product, such as 
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lime, fertilizer, seeds, feed, farm implements, etc.? Under 
the latter plan, the town retailers would furnish at retail all 
domestic goods, clothing, household furniture, groceries, meats, 
jewelry, etc. Would this be an equitable bargain between 
town and farm? 

These are some of the questions of organization of com- 
munity farm business. Experimentation is going on continu- 
ally with all kinds of trade arrangements and trade mechan- 
isms. It should be remembered, however, that the social side 
of farm life depends upon commimity spirit, good will, democ- 
racy, institutions, loyalty. The winning of the struggle to 
achieve economic freedom and national cooperation among 
farmers should not be construed by the farmer as a release 
from the civic and social duties of community life. The prob- 
lem of business institutions and mechanisms, therefore, re- 
solves itself into the devising of ways and means for building 
up community life through a system of integrated social chan- 
nels and mechanisms of business. 

From this viewpoint, the farm bureau shows promise of 
developing the educational, agricultural, and business inter- 
ests of farmers, and preserving lines of community loyalty in 
a county. When the farm bureau shall be completely incor- 
porated into county government, so that the’" electorate of a 
county has control of the policy of the bureau as fully as it 
has control of education in the county school system, then 
permanence of organization will give chance for a democratic 
development of the principles and methods of farming. 

Even though it is difficult for the farmer to have a primary 
interest in the educational side of farm bureau work, only a 
slight shift of emphasis need be made among the objectives 
of the farm bureau to put the educational and social features 
into a position of favor. For example, the farmer will always 
have to sell his product. His interest in marketing; therefore, 
is permanent and continuous. Suppose the farm bureau com- 
mission of the county, elected or appointed, make selling of 
the county farm products a primary objective; cieating the 
necessary voluntary shipping associations; relating the prod- 
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ucts of every community to these associations; then every 
farmer in the county would become interested in the farm 
bureau. It would be an easy step, then, from selling to the 
formulas of agricultural production. Standardization of quality 
and the methods of high yields would then be logically related 
to the farmer’s prime interest. Social projects, clubs, roads, 
fairs, fetes, would follow these other interests. It remains for 
some organizing genius to work out first the business mechan- 
ism of the farm bureau idea so as to relate it to the electorate 
of a county; secondly, to make marketing a primary object; 
and thirdly, to correlate government extension service, both 
educational and social, with each community. 

Sociai institutions. The bright things of life which produce 
the happier moods, the pleasant emotions of contrast, variety, 
and the like, have often been mentioned as lacking in country 
living. The^ tail of work is always attached to the farm kite 
of play. Writers have become accustomed to load the odium 
of many other defects upon this outstanding trait in rural char- 
acter. ^'firing about recreation, amusement, the wide and 
frequent contact of personalities in country life, and,” it is 
said, “farm life will be rehabilitated.” 

We have by this time found out that country life, and labor, 
are by no means without their own manner of complexities; 
and that these complexities are by no means set in sequence 
like ten-pins. The problem is not to knock down one pin and 
see the others tumble. Rather, country life is a fabric, all 
elements interwoven, the whole hanging together. It is a 
long, arduous task to remake the fabric. It is no easy matter 
to bring social pleasure within the pale of country living, and 
cause the whole of life thereby to be quickened. But the 
problem of social institutions, however difficult, must be faced, 
sooner or later, in order that the more genial side of life may 
have its rightful chance in country living. 

Larger schools, providing age-groups of children who possess 
similar experiences, ambitions, and joys, will start institutions 
for recreation. Farmers’ clubs, junior clubs, young folks’ 
clubs, are good agencies to give the initial impulse toward 
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permanent forms of recreation. Home-made entertainment 
will always prevail in the country, and a modicum of organiza- ^ 
tion of the younger persons will result in social enterprises. 

The present wide-spread impulse to build neighborhood and 
community houses will, it is hoped, materially accelerate the 
coming of the lighter and brighter things of country life. It 
is to be hoped that in our larger towns the Y.M.C.A. and 
Y.W.C.A. buildings, especially their gymnasiums, may be 
open for the use of near-by country youth, and that the plan 
of interchange of hospitality between groups of young people 
in town and country may be widely adopted. High school 
pupils and teachers in a town high school have the opportunity 
of setting the fashion in the larger community of exchanging 
hospitalities with country schools. Municipal club-houses 
and theatres have already been successfully managed for town 
and farm people. Community fairs, too, have taken high rank 
as rural social institutions. 

The real problem of rural social institutions, after all, is to 
discover natural population groups, and then find out how to 
create the mechanism for democratic recreation within a whole 
group. 

Religious institutions. The modern view of rural progress 
had some of its first apostles among those interested in the 
country church. The threatened decadence of church life, 
if not of religion, in the open country, startled church leaders. 
So earnest has been the endeavor to meet the rural church 
problem that the several national religious bodies have created 
a department of church and country life, with a secretary or 
superintendent. A staff of rural church thinkers has been 
formed. Very positive plans to study the country church, to 
reparish the farm population, to provide noble church edifices 
and comfortable parsonages, to organize church congregations 
for social service as well as for social religion have been set 
forth. The auxiliary societies of the Y.M.C.A. and Y.W.C.A. 
have undertaken the work of training for rural leadership 
in county after county. The Institute of Social and Religious 
Research, New York City, is making comprehensive studies 
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of the town and country churches in America, and of social 
and religious agencies allied to churches; also of the people 
and institutions in 150 American villages. 

No other type of farm institution has displayed so patently 
as the church the maladjustments of human life on the farm 
under the stress of a national tide flowing cityward. It is not 
strange, therefore, that the first questions were about the 
decay of the rural church. Not strange that all sorts of pro- 
posals and remedies have been made to improve the condition 
of country churches. 

An important problem of the church for farmers is un- 
doubtedly connected with the question of permanent agricul- 
tural population groups. A church in order to function must 
be in a natural population group. But a far deeper problem 
than this presents itself. Churches in modern times must 
reach a certain minimum strength in order to succeed at all. 
This minimum strength is at present frequently never reached 
by individual churches. How to guarantee the irreducible 
minimum strength to each country church amounts to an 
enigma. In solving this problem, moreover, some arrange- 
ment must be arrived at among the national religious bodies 
by which a process of give and take, carried out with scientific 
interchange, shall enable these country churches to come up to 
standard membership. There are many indications that the 
national leaders of different denominations are not only alive 
to the case as a problem of academic importance, but that they 
are determined, both from motives of national patriotism and 
from motives of a deeper spirit of Christian concession, co- 
operation, and unity, to work out a solution. 

Health institutions. An inspection of the hospital records 
in small cities will in certain sections of the United States dis- 
close a surprisingly large use of hospital facilities by near-by 
farm families, especially in surgical cases. The hospital, gen- 
eral and maternity, should doubtless be extended into rural 
territory for common use. 

The county nurse is proving a welcome visitor in rural 
schools and communities, and bids fair to become the founder 



556 OUTLINES OF AGRICULTURAL ECONOMICS 

of an institution. If the Red Cross Association could be per- 
suaded to take over permanently, as its ^^after the war” field 
of activity, the rural sections of the United States, and be- 
come an agency for rural health and home service, the rural 
health problem would practically be on the road to a satis- 
factory solution. 

Governmental institutions. One of the largest rural social 
problems pertains to the local government of farm popula- 
tion. The forms of government now prevailing in townships, 
counties, magisterial districts, and parishes, should be in- 
spected and refitted to modern conditions. Reorganization is 
needed. Very few attempts have been made to take the 
primitive tools of rural government and replace them with 
machines for social purposes. A commission in every state ap- 
pointed to study local government and present amendments 
would help solve the problem of rural governmental institu- 
tions. 

Here is w^here the farmer should be presented with his 
chance to have a democracy if he so desires. New England 
already knows the values of a township democracy of farm 
and village or farm and city. Perhaps other sections of the 
United States are ready to amalgamate farmer and townsmen 
in some form of local municipality. If the farmer, however, 
shall prefer a municipality made up of farmers alone, even 
then, contrary to general belief, considerable reorganization 
will be necessary in order to give him the right population 
group of farmers for strong local government. The present 
territorial units of rural government, so far at least as they 
concern farmers, are, on the whole, deficient in social cohesion. 
So reorganization will be necessary under whichever theory 
prevails — democracy of farm and town, or detached farmer 
municipality. 

The farmer is ready for a set of governmental powers which 
shall enable him to accomplish in his own group what cities 
are enabled to accomplish by charters for their population 
groups. There should not be a period of long waiting until the 
farmer demands this reorganization himself. The nation needs 
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this rural reorganization. This is demand sufficient for think- 
ers and statesmen. 

Theory of organization. Social organization will proceed 
as has been indicated upon one of two theories, or upon a 
compromise between the two. These two opposing theories 
should be plainly known and reacted to. 

The first, and it is the traditional theory, is that farm life, 
so far as possible, should for whatever purpose be organized 
by itself, aloof from the people of other industries, profes- 
sions, or trades, who for the most part live in cities and vil- 
lages. 

The second theory, and this is of recent origin, is that farm 
life is only a part of national life, and more like than unlike 
all the other parts, and should for democracy’s sake be or- 
ganized along with these parts within a natural community 
population,ijroup. Just as the nation is a thorough-going de- 
mocracy'of all kinds of occupations, represented in Congress 
and public offices; just as the state is a pure democracy of 
farmer, industrialist, and professional, so the local community 
should be a pure democracy. How a compromise may be ef- 
fected, combining the principles of detached farm life and a 
pure democracy, some communities can already show. 

Rttral legislation. The signs of hope for country life are 
seen to advantage in recent attempts to put into statutes 
freedom of action and power for farmers to employ the tax- 
ing device and other modern social instruments. County agri- 
cultural schools figure among the early endeavors to give priv- 
ilege to rural folks. The county nurse is likely to become man- 
datory upon counties. The introduction of mounted state 
police, as militia for the protection of open country popula- 
tions, having given demonstration of usefulness in a few 
states, is being encouraged in legislatures of other states. 
Electrification of township units seems likely to raise up a 
rural utility under municipal control. Village and city rest 
rooms for country people coming in to trade have become com- 
pulsory in one state. This plan has its angles of interest and 
suggestiveness; the village or city must appropriate a certain 
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amount of money for rest-room maintenance, whereupon the 
state adds a like amount. 

Road legislation, frequent and even startling, is recogniz- 
ing more and more rural population groups. The trunk line 
idea, however, good and fundamental as it is, needs to be 
linked up with the community roads plan, whereby the re- 
tail trade population of villages, towns, and small cities are 
integrated and their institutional purposes are facilitated. It 
is not too late in the newer sections of the United States for 
legislation to encourage the establishment of “residence 
roads,” that is, the selection of certain favorably situated 
roads pertaining to a particular trading center, upon which 
most of the farm residences of settlers shall be located. Resi- 
dence roads would save much mileage of highly surfaced road- 
way, bring farming people into close neighborhood contact, 
and facilitate school transportation, and other institutional 
development. 

Redistribution of rural routes. The farmer appreciates his 
postal service; in fact he appreciates this daily delivery of mail 
so much that he is slow to complain of any flaws in the present 
system. One defect, however, sooner or later he will point 
out. Just because he is becoming a business man along with 
a particular group of business men located inland around a 
particular business center, he is going finally to object to 
having for his mailing address a little town or hamlet to 
which perhaps he seldom or never goes. A closer application 
of the principle of integrating the farmer with his own natural 
population group will be requested of the government in dis- 
tributing the rural routes. 

One of the latest movements in country life legislation per- 
tains to the creation of new types of territorial districts. 
The legalizing of consolidated school districts, in shapes fitted 
to topographical conditions; and the forming of high school 
districts which unite village or city limits to surrounding farm 
territory for an educational democracy are among the efforts 
of rural life to stretch its boundaries in order to accommodate 
its expanding institutional consciousness. 
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New types of municipality. One state has actually em- 
powered its rural people to create a new type of rural munici- 
pality out of any number of school districts. This statute 
stands as a weathervane, showing the way the wind is blowing. 
A desire for an easier position, for a better attitude for work- 
ing together, for a broader base for social operation and for 
selection of the right people to cooperate with — this is the 
meaning of the uneasy twisting and wriggling of rural popula- 
tions. 

In another state, villages have for many years been enabled 
by law to build and maintain by tax a community house; like- 
wise cities; also the rubber-stamp square townships. But 
certain farm population groups lying in parts of two or more 
townships also desired community houses. So a bill was 
framed and introduced into the legislature, permitting parts of 
townships to be formed into a municipal district for the build- 
ing and taainteuance of a community house; not only parts of 
townships, but parts of townships along with a village or city; 
and even a ward of a city alone, or along with parts of one or 
more townships. The only requirement is that the territory 
shall be compact, at least i6 square miles in area, or contain- 
ing a population of at least 500 persons. 

Rural planning and lafid policies. “Rural planning” is a 
present popular subject for debate in legislative halls. A state 
commissioner of rural planning and county boards of rural 
planning form the heart of the program. The commissioner 
of rural planning should be a specialist on the aesthetic side of 
country life. He should see the streamside possibilities, the 
country park sites, the scenic effects which could be worked 
into the highway system. Standards of landscape beauty for 
public and private use would be the outcome. These things 
will without doubt eventually be provided for in statutes. 
Land policies of great scope and influence upon country life are 
bound to be more and more the subject of legislative enact- 
ment. 

Legislation, if well considered, will rest upon investigation, 
study, research. A fundamental doctrine of true population 
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grouping seems needed most of all. Following this, surveys 
may establish the location of these groups. Institutions will 
thereupon spring up within these groups, and relations will 
be ratablished between group and group, making it possible 
for the farm population to be connected vitally with the cur* 
rents of national life and progress. Hope, culture, and privi- 
lege will thus follow freedom and the instruments of freedom. 



CHAPTER XXXVI 


THE FUTURE OF THE FARMER 

The future status of the American farmer will be deter- 
mined largely by the way in which the annual income of the 
Nation is divided between farmers and city folks. Modern 
agriculture is largely commercial. Farmers as a rule produce 
primarily for the market. A problem of prime impor^lance to 
them is the price basis on which they exchange their products 
for the things they wish to buy. In the pioneer days when 
farming < arried on primarily as a source of food and 
clothing for the family the well-being of the farm family was 
not closely tied up with the price ratios, as it is today under 
the commercial economy. While the commercial economy 
with its division of labor between rural and city industries 
brings difficult marketing problems, it is more productive. 
Modern farmers should not consider going back to the self- 
sufficing system of pioneer days to avoid the marketing prob- 
lems, but should stick to commercial agriculture and solve the 
problem of so adjusting their production and the marketing 
mechanism as to secure prices for their products which will give 
them a fair share of the national income. 

The effect of a bad distribution of the national income. If 
city folks can get more goods for a short day’s work than 
farmers can get for long days, two results will tend to follow: 
The country population will become depleted of its best ele- 
ments and the ownership of farms will more and more pass out 
of the hands of the farmers into the hands of the city dwellers. 
This movement would tend to establish a dependent tenantry 
of inferior stock in place of the independent tillers of the soil 
who own the farms they cultivate and vote as they see fit 
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Even now one may see, here and there in the United States, 
the emergence of a genuine peasant type. In some instances 
this is due to the displacement of the original American stock 
by immigrants from other countries and in places it is due 
to the gradual withdrawal of the better elements of the rural 
population, leaving behind a residuum with a lower standard 
of living, a lower standard of efficiency and a lower standard 
of citizenship than that of the average of the preceding genera- 
tions. The best interest of our whole people demands full 
attention to this problem and the redirection of the controlla- 
ble social forces to the end that the American farmer may re- 
main a citizen of full stature. 

This is not a matter of interest merely to rural people. It 
will have a profound influence upon the whole Nation, for 
degradation of the rural population will remove one of the most 
important sources of renewing the populations of cities. Not 
only has the rural population been the most stable element in 
our national life, but it has furnished the best elements of city 
populations. On this point a significant quotation from Em- 
erson should be given careful consideration. ‘The city is 
recruited from the country. The city would have died out, 
rotted and exploded long ago but that it was reenforced from 
the fields. It is only the country which came to town the 
day before yesterday that is the city and court today.”^ 

Another mifch quoted statement conveys the same thought in 
these words: “Only the agricultural class possesses permanent 
vitality; from its overflow the city population is formed, dis- 
placed, renewed. Any city population left to itself would die 
out in four generations.”^ 

These statements may be too strong, but if the tendency 
is there the result will be the same whether it comes to pass 
in four generations, or in eight or ten. 

If the quality of rural population deteriorates, those coming 

'•Trose Works,” Vol. I, p. 482, quoted from page 177 of the “New 
Era” by Josiah Strong. 

* C’Jotation used by President Wm. Dewitt Hyde in The Forum, June, 
1892, p. 258. 
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from country to city will be of inferior quality and according 
to this doctrine both country and city populations will fall into 
decay for, ^^as are the fountains so shall be the streams and 
lakes.” It should therefore be one of the goals of our na- 
tional economy, as well as of agricultural economics, to find 
the means of securing for agriculture a fair share of the Na- 
tion’s annual income, in order that an adequate proportion 
of the best elements of the rural population may be kept on 
the farms and provide a permanent and ever improving rural 
population as the seedbed of our national life. 

The problem of unfavorable price ratios. Low prices for 
farm products compared with the prices of city products are 
due to a relative abundance of the one kind of products as 
compared with the supply of the other. This may be due to 
an excess of people in the one line of production or to a restric- 
tion of effort on the part of those engaged in other branches 
of the na 4 id]:>>il economy. In either case the results are the 
same but in the latter case they are less justifiable. In the 
former case the remedy is readjustment of population so that 
each line of production will have its proportional share. In 
the latter case what is needed is that the people in each in- 
dustry do their proportional share of the common work of the 
nation, so there will be a proper amount of each kind of goods 
to exchange. When a balance of production is brought about 
by proportioning our population properly and by dividing the 
load evenly among those in different lines of production, the 
problem of price ratios and the question of a fair share for 
any one industry will be solved. 

Natural conditions tending to raise prices of farm products. 
While an excess of farmers selling in the same market tends 
to depress prices of farm products, certain other forces tend 
to increase the share of agriculture, if not the share of farm- 
ers, in the national income. The law of diminishing returns 
in agriculture is an important influence of this character. By 
diminishing returns is meant that as the population of a coun- 
try increases, making demand for increased food supplies, the 
time comes when the increased supply of food can be secured 
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only by greater expenditure of labor and capital per unit of 
product. The natural conditions which limit the supply of 
food and raw materials are important dynamic factors which 
tend to result in a gradual rise in the prices of farm products 
through a long period of time. 

Viewed historically, the law of diminishing returns has 
seemed to operate effectively for a time and then the reverse 
action has been for the time brought into play as the result of 
the discovery of new lands, the development of new means of 
transportation and the development of new instruments of 
production. At times in this country new land has been 
brought under cultivation more rapidly than it was needed. 
This was true during the last quarter of the nineteenth cen- 
tury. The agricultural depression of that period was due in 
large measure, though not solely, to the flooding of the mar- 
kets with the excess of products grown on rich new lands 
which could be had from the Government at a nominal price 
and which had been made accessible by the extension of rail- 
way systems. Nevertheless, the general tendency persists and 
there have been times in which the operation of the law of 
diminishing returns has been very effective in helping the 
farmer to secure rising prices for his products. 

During the period from 1900 to 1914 agriculture came grad- 
ually to secure a more favorable return. Living standards 
were improved during this period but entirely too large a share 
of the increased farm income was converted into land values 
and too little into living standards. During the World War 
artificial stimuli resulted in overexpansion of agriculture and 
greatly aggravated the situation following the war when de- 
mands for American farm products fell off. The fall of prices 
of farm products was so great that in 1920 the rate of return 
on the net capital investment of farmers in the United States 
fell to minus 3.1 per cent. The fall in the prices of farm 
products was not accompanied by a corresponding fall iii the 
prices of the things that farmers had to buy. This made the 
depression doubly ruinous to farmers. Other industries were 
better able to resist deflation. This was due in part to better 
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organization and in part to tariff, immigration and labor lav^s 
yfhich protected the city industries, while the major agricul* 
tural industries were subject to world competition. Adam 
Smith recognized that in many countries the legislative policies 
advanced the industries of the city at the expense of agricul- 
ture. “Scarce any nation,” said he, “has dealt equally and 
impartially with every sort of industry. Since the downfall 
of the Roman Empire the policy of Europe has been more 
favorable to arts, manufactures and commerce, the industry of 
towns, than to Agriculture, the industry of the country.’” 

Had Adam Smith been writing a century and a half later, 
he might have said the same thing but included the United 
States in the territory covered. With the effort that is ever 
being put forth by other groups in the nation to secure more 
and more favorable conditions for their industry, it is neces- 
sary that all those interested in agriculture work together if 
they are to.establish and maintain a national policy which will 
be as favorable to agriculture as it is to other industries. 

There are those who take the position that with the growth 
of population the increased demands for farm products will not 
be met without gradually rising values which will be an im- 
portant factor in securing for farmers a fair share of the na- 
tional income. For those who see economic forces from a 
long-time point of view only and who see agriculture as a food 
supply only, this hoped for long-time swing, which, in their 
opinion, will raise agricultural prices relatively to the prices 
of other products, may suffice. But those who see agriculture 
as millions of homes of American citizens where growing fami- 
lies should be fed, clothed, sheltered and educated and who 
see economic forces in action, from day to day, ruining the 
prospects of millions of the coming generation, cannot pa- 
tiently wait but must insist upon relief that will save this 
generation of farm people and give more than a shadowy hope 
for the farmers of the next generation. 

Those who believe that the distribution of wealth is the 
result of natural economic laws beyond the control of man 

^Adam Sxnith’s “Wealth of Nations/’ Introduction. 
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will not look upon this as a hopeful undertaking, but those 
who believe with John Stuart Mill that the distribution of 
wealth may be influenced by human effort will be confident 
of results. The position of Mill on this point is as follows; 
^The laws and conditions of the production of wealth, partake 
of the character of physical truths. There is nothing optional 
or arbitrary in them. Whatever mankind produces must be 
produced in the modes, and under the conditions, imposed by 
the constitution of external things, and by the inherent prop- 
erties of their own bodily and mental structure. ... It 
is not so with the Distribution of Wealth. That is a matter 
of human institutions solely. . . . The Distribution of 
Wealth depends upon the laws and customs of society. The 
rules by which it is determined, are what the opinions and 
feelings of the ruling portion of the community make them, 
and are very different in different ages and countries; and 
might be still more different, if mankind so choose.”^ Those 
who accept John Stuart Mill’s position with regard to dis- 
tribution will enter upon the study of this problem confident 
that something can be done, and that something will be done 
to improve the present distribution of wealth, particularly 
with respect to the share the farmer receives. 

Do farmers benefit from rising price levels^ A rise in the 
relative prices of farm products due to the operation of the law 
of diminishing returns is no assurance of improvement in the 
welfare of farmers. Whether or not such a rise is a perma- 
nent benefit to farm operators and the farming population, de- 
pends upon how the increased income is used. If it is at once 
capitalized into land values and the prospective future increase 
in income is discounted and added to land values, an increased 
income to agriculture may ultimately be an important factor 
in reducing rather than increasing the income to farm opera- 
tors. The higher value for farm products when thus capital- 
ized into higher land values magnifies the difficulties involved 
in buying farms, magnifies the credit problem aiid increases 

*John Stuart Mill, “Principles of Political Economy/' Book 2 , Chapter 
1, Section i. 
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the risk involved in farming, for the operator’s share of the 
gross income is reduced and his share is subject to greater 
fluctuations. In most older countries higher standards of liv- 
ing for farmers have not come with the higher prices that 
resulted from scarcity of produce due to diminishing returns 
to agriculture. The more intensive farming, made necessary 
by scarcity of land and diminishing returns, has as a rule been 
accomplished by large numbers of hard-working peasants se- 
curing only the bare necessitities of life for their labor. Every 
effort should be made to resist the trend in that direction in 
the United States. It is only when any increment in farm 
income, resulting from the operation of the law of diminish- 
ing returns, is devoted to better living on the part of farmers 
and the permanent establishment of higher standards of liv- 
ing in the farm home and in the rural community that it can 
be counted on as a permanent income to farm operators. 

The stafki^d of living and the farmeris share in the national 
income. Standards of living on farms in the United States 
have not risen as rapidly, in many regards, as have the stand- 
ards in the city. There are indications, however, that an im- 
portant change is taking place at the present time. Hitherto, 
the isolation of the farmer and his family has materially re- 
duced his wants. He has been a man without the refinements 
of clothing, because he has had little occasion for the social 
function of clothing. The same may be said of every facility 
and appliance and convenience in life which have their social 
value in addition to their other values. It is very noticeable 
that the increased contacts of farmers have stimulated the buy- 
ing of all sorts of goods. Merchants have learned that it is 
good policy to promote social contacts of farmers with one 
another and with town people as a means of stimulating the 
sale of goods. The automobile has been a very important 
factor in improving the standard of living of farmers, not only 
because it adds to the direct satisfaction of the farmer and his 
family, as well as serving many business purposes, but because 
it greatly increases the extent of territory over which he travels 
and thus multiplies the contacts he makes. The automobile 



568 OUTLINES OF AGRICULTURAL ECONOMICS 

has stimulated road building which has further made it easier 
for farmers to get together for social and educational pur- 
poses. All of these contacts result in the exchange of ideas 
and stimulate the formation of new ideals which tend to im- 
prove the standard of living of farmers. 

It is to the establishment of higher standards of living on 
which the rural population will insist, if they are to continue 
to produce agricultural products for the market, that we must 
look for the real foundation of any movement looking toward 
a permanently larger share of the national income for farmers. 
A thoroughly established standard of living is a powerful force 
of a very definite sort. The insistence upon specific conditions 
under which to live and work is the force which will, if put in 
general operation, make these conditions possible. The mere 
desire for more money, which all human beings have, irre- 
spective of a definite idea as to the disposal of it, while a 
strong motive, is enhanced very much by the definite objec- 
tives contained in a standard of living. Wanting a good house 
with all the modem conveniences characteristic of city homes 
is a stronger motive than merely wanting the price of a house 
without any idea of what to spend it for. 

The concept .of a standard of living, moreover, is not limited 
to the immediate present. With advancing years, the earning 
capacity of the individual is usually reduced. The mainte- 
nance, therefore, of an expanding standard of living through 
•the full period of life requires that current income be suffi- 
ciently large to maintain an acceptable standard of living 
and, at the same time, permit savings against future needs. 
Such savings should be converted into investment forms which 
combine relative stability and safety with ready convertibility 
into cash, rather than in high priced lands. 

If one studies the labor movement in America one will find 
every activity centering about the improvement of standards of 
living and the conditions of work. So must the agricultural 
leaders who would improve the farmer’s share in the annual 
income of the Nation look to improvement of the standard 
of living on the farm, the conditions of work on the farm, and 
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the conditions under which farm women and farm children live 
and work. 

The questions may be asked: “How can the standard of 
living be raised unless the income is first raised?” “How can 
the standard of living be the basis of better incomes?” The 
reply may be made that there are many things which may be 
done to increase the farmer’s income. For example, the use 
of better methods of production, the introduction of better 
varieties of plants and animals, the better adjustment of 
acreages and production to demand through enlightened in- 
dividual and cooperative effort and the development of more 
efficient methods of marketing may reduce the cost of pro- 
ducing and placing products on the market and, in the first 
instance, leave the farmer a larger net income availablctjfor ex- 
penditure in one form or another. If this larger income results 
in the stimulating of greater production, thus increasing the 
supply refet lively to the demand and reducing the price to the 
consumer, the entire benefit of these more efficient methods in 
agricultural production and marketing may pass over to the 
consumer. It is only when this increased income is used to 
improve the conditions of everyday life and work on the farm 
that it can be counted upon to continue as a permanent addi- 
tion to the farmer’s income. So long as farmers continue to 
compete with each other on a basis of a low standard of liv- 
ing, no addition to the share of agriculture in the national 
income can be counted upon as a permanent contribution to 
farmers. It will slip away into higher land values or into 
cheaper prices for farm products, unless it is tied to the farm 
population by a higher standard of living to which the farmers 
will adhere tenaciously and which will form a higher plane for 
future competition. It is not intended to minimize the im- 
portance of putting forth every effort on the part of farmers 
to secure larger incomes, but it is desired to emphasize the 
point that an essential part of any program looking to a perma- 
nent increase in the farmer’s welfare is the elevation of the 
standard of living and the holding tenaciously to the higher 
standard. 
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Fluctuating prices jeopardize living standards. The fluctua- 
tions in farmers’ incomes, from decade to decade, and the fact ' 
that periods of prosperity are followed by periods of depres- 
sion have been important factors in gradually shifting the 
standard of living of farmers in the direction of the subsistence 
margin. Some causes of instability have been due to human 
activity. The instability of the purchasing power of money 
has many times in our history been the dominant factor in 
bringing about wide fluctuations in the prices of farm prod- 
ucts. During periods of inflation it has been possible for farm- 
ers to improve their standards of living, but, unfortunately, a 
large share of what may be looked upon as benefits of inflation 
have usually been capitalized into land values, and in the 
periods of deflation, which have usually followed, these gains 
have been lost and farmers have been forced to reduce their 
standards of living. The farmers, above all other classes, 
would be benefited by a currency stable through the centuries, 
which would eliminate those fluctuations in the prices of their 
products caused by an unstable currency. The fluctuation 
in the value of money was a big factor in the agricultural de- 
pression following the World War. The difficulty is not merely 
that prices go up and then go down, but when they go down 
the agricultural prices fall very much more rdpidly than the 
prices of the products of the more highly organized industries, 
which are in a stronger position to limit production and resist 
the bad effects of deflation. 

While the instability of prices, caused in considerable part 
by the fluctuations in the purchasing power of money, has 
been at times the outstanding factor in lowering the standard 
of living of farmers and tending to shift their standards to the 
subsistence level, from which they have only gradually and 
painfully climbed to a slightly higher level during periods 
of inflation, there are other causes of instability in agricultural 
incomes which should receive full consideration, with the hope 
of remedy. Agricultural prices are less stable than those of 
other industries. This is due, in part, to the fact that agri- 
cultural production is closely associated with Nature. 
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Acreages may be controlled by man, but yields are con- 
trolled largely by Nature. Different lines of agricultural pro- 
duction vary greatly with regard to the possibilities for human 
control. Milk production, which approaches more nearly a 
manufacturing industry, is much more within the control of 
the farmers themselves than is wheat production or cotton 
production, where the yield is so largely a factor of weather 
conditions. But, even in the case of milk there have been 
periods of overproduction. Dairymen are widely scattered 
and each has known too little of what the others are doing. 
A period of years is required to increase the number of dairy 
cows and thus increase the supply of milk. The basis of a 
better program is the collection of better statistics of cows and 
heifers on dairy farms, which will point out in advance any 
tendency to overdo or underdo heifer raising. In the produc- 
tion of wheat and cotton, fluctuations in acreage have often 
been an hnporiant factor in the instability of the supplies and 
prices of these products. Through the gathering and dis- 
seminating of more complete information this instability can, 
in a measure, be reduced. The making of surveys of inten- 
tions to plant, and the giving of full information to farmers at 
the right time, enable them to adjust their acreages more 
wisely in accordance with what other farmers are doing, as 
well as in accordance with the probable world demand for their 
products. The United States Department of Agriculture is 
doing statistical work which will give the basis of a wiser 
guidance of farmers in this regard. 

It is recognized by all students of this problem that even 
though farmers, on the basis of full information, should ad- 
just acreages perfectly and adjust the breeding of hogs and the 
rearing of cattle perfectly, there would still be wide fluctuations 
in agricultural production, particularly in crop production, be- 
cause of the variations in the climatic factor. How much can 
be done to solve this phase of the problem of stabilizing agri- 
culture is not certain, but it is certain that at least something 
can be done and that something must be done if we are to 
eliminate the wide fluctuations in farm incomes that are so 
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demoralizing to that standard of living which is essential to 
the type of agricultural population we are striving to hold upon 
the land. 

Sufficient work has been done in the field of long-time 
weather forecasting to give ground for the belief that in a 
general way the ups and downs in yields may in some measure 
be forecast. Much more scientific work in this field remains 
to be done before the possibilities in this direction will be 
fully known. Every effort should be made to get as full 
information as possible. With wise guidance in the matter 
of acreage and with the best possible information regarding 
the probable variations in yields for a few years in the future, 
it may be possible to devise more effective methods for carry- 
ing over surpluses which unduly depress prices in years of ab- 
normally high yields and making them available in years when 
yields are abnormally low. A higher degree of stabilization 
in the supply of farm products for sale from year to year would 
be of benefit to the consumer as well as to the producer. 

Something also may be done to stabilize the income of farm- 
ers through the development and more general use of a satis- 
factory form of crop insurance. Farmers can also meet this 
same situation .with regard to maintaining their standard of 
living by laying by some of the earnings of godd years, in the 
form of liquid reserves, which can be drawn upon in years of 
low earnings. ' 

• Any sound agricultural policy must look not to the benefits 
of one class alone, but to all. Organized labor must learn this 
truth if it is to make further progress. If one looked only 
to the benefits of the agricultural class, one might feel that, 
while it was a good thing to take off the peak of an extra high 
yield, the farmer should not suffer the effects of having the 
surplus of previous years put on the market when the yields 
are low and prices tend to be very high. It is only by accept- 
ing this steadying influence on prices in periods of short crops, 
along with the higher prices in periods of high yields, that any 
movement in price stabilization by this method would be feasi- 
ble. And, since the better price would be on the large supply 
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and the somewhat reduced price would be on the small crop, 
the farmers certainly would benefit by some plan for stabiliz- 
ing supplies and prices, properly established and carried out. 

Plans intended to protect farmers from the unstabilizing 
influences of Nature should be supplemented by the means 
of protecting farmers from an unstable currency and from 
foreign competition by peoples of low standards of living. So 
blighting to the rural population is a depression in agriculture 
such as that which followed the World War, so degrading is it 
to the standard of living of farmers and so effective in driv- 
ing the best elements of the population from the land, that 
every student of economics and every wise statesman should 
be seeking the means of stabilizing farmers^ incomes so far as 
possible in times like these and of maintaining the j^urchas- 
ing power of the products of the farm on a parity with the 
products of other industries. Greater security in their in- 
comes yw after year would enable farmers to maintain per- 
manently the gains they have made in their standard of living 
through better incomes earned through better farming and bet- 
ter marketing. The standard of living is the only true meas- 
ure of the well-being of the rural population. It is the tena- 
cious adherence to a higher standard of living that will guar- 
antee that farmers will in the long run secure a fair share of 
the national income. 

Since the standard of living of rural people is so important 
a factor in determining their share in the national income, we 
should have in mind a more definite notion of what this stand- 
ard consists. According to Professor Richard T. Ely, “The 
number and character of the wants which a man considers 
more important than marriage and family constitute his 
‘standard of life\” This definition is significant from the 
standpoint of the relation of standard of living to the increase 
in rural population and the increase in the number of people 
who compete with each other in producing farm products. 
For present purposes the definition might be modified and ex- 
panded as follows: The number and character of the wants 
which farm folks insist upon if they are to establish farm 
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homes and produce farm products, rather than enter some 
other occupation, constitute the farmers^ standard of livings 

What are the farmers getting? Recent studies have thrown 
valuable light on this subject. In 1910^ 32.6 per cent of all 
people, ten years of age and over, engaged in gainful occupa- 
tions in the United States, were occupied in agricultural pur- 
suits, exclusive of fishing and lumbering, and agricultural 
wealth was estimated in 1912 to be 26.7 per cent of the total 
wealth. According to estimates made by Willford I. King^ 
only 16.6 per cent of the entire realized income drawn by 
individuals from the various industries was from agriculture 
in 1910. From these figures it would appear to be roughly 
correct to say that with an outla}’* in agricultural production 
in the United States of the labor of almost one-third of those 
gainfully employed, and an investment of more than one-fourth 
of the total capital, the agricultural income was only 16.6 per 
cent of the total. This statement requires some further ex- 
planation. While the income attributed to farmers includes 
cash income and the value of supplies furnished to the farmer 
and his family directly from the farm, it does not include the 
rental value of the homes in which the farmers live. This 
factor should be. given due consideration by the student of this 
subject. 

While the farmer’s share in the national income in the pre- 
war period seeftis relatively small in proportion to his contribu- 
tion of labor and capital, his share is still smaller in recent 
years. The share of agriculture in the national income rose to 
18.55 per cent in 1918, but in 1921 it went down to 10.99 per 
cent, and in 1928 it was 9.27 per cent. The facts regarding the 
share of agriculture in the national income can be found in 
detail in King’s ‘‘The National Income and Its Purchasing 
Power,” and in the report of the Business Men’s Commission 
on Agriculture, entitled, “The Condition of Agriculture in the 
United States and Means for Its Improvement.” 

The immediate occasion of the low percentage of the na- 

*“The National Income and Its Purchasm^ Power,” issued by the 
National Bureau of Economic Research. 
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tional income going to agriculture is the unfavorable ratio at 
which farm products are exchanged for the products of those 
engaged in other occupations. The figures issued by the U. S. 
Department of Agriculture on The Agricultural Situation show 
that the purchasing power of farm products in terms of the 
prices farmers pay for the things they buy has ranged from 75 
per cent of the pre-war purchasing power in 1921 to 93 per 
cent in July, 1925, and again in July, 1928, but fell to 73 per 
cent in July, 1930. 

These figures give only a general statement of the agricul- 
tural situation for those post-war years. They do not fully 
depict the true situation in many parts of the country. In 
the dairy regions conditions were relatively better than else- 
where. The wool growers suffered great losses in 1920, but 
in the years that followed their industry prospered under an 
effective protective tariff. Those who were successful in grow- 
ing cottou in spite of the boll weevil made good profits. On 
the other hand, those engaged in wheat production, in the 
beef cattle Industry or in the production of hogs and corn, suf- 
fered much more than the above figures would indicate. 

Factors other than monetary to be considered in comparing 
relative attractiveness of country and city. In comparing the 
relative attractiveness of farm life and farm incomes with city 
life and city incomes, there are many intangible factors — 
many things besides money — ^which must not be overlooked 
if a true appraisal of the relative merits of country and city 
life is to be made. 

The school facilities, the hospital facilities and the church 
facilities of the country are usually inferior to those of the city. 
All of these factors are important in determining the relative at- 
tractiveness of the country and city and in determining whether 
the best elements of the rural population will remain in the 
country on the basis of a given level of income. On this 
point Dr. C. J. Galpin has said: “Churches, schools, libraries, 
hospitals and recreation centers for farm people are, in com- 
parison with similar institutions for city people, less adequate. 
While it is true that the country life movement has in the last 
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twenty years set up an ideal for farmers’ churches and schools, 
which would bring them up to par with city churches and 
schools, it is also true that no such general ideal has been set 
up for hospitals, libraries, and recreation centers, — institu- 
tions which cities possess. The par ideal for country churches 
has hardly got under headway yet. The farmers’ schools have, 
however, received a great impetus toward par, but the move- 
ment has a long way to go to overcome the thousands of one- 
room, one-teacher schools. The county hospital idea is being 
tried out a little as a farmers’ hospital, and the county library 
is proposed as an adequate library for farmers. Very little 
yet is heard about farmers’ recreation centers.” 

Living in relative quiet, surrounded by the ever changing 
fields, makes a strong appeal to some people, while to others it 
breeds lonesomeness and discontent. The din of the busy 
city makes a strong appeal to some persons who are willing 
to live in cramped quarters with shabby surroundings and in 
close contact with an unsatisfactory social environment in 
order to be in the city. In making comparisons between work- 
ing hours in country and city, the long ride that the average 
city worker must take in getting to and from his work adds 
materially to the length of what otherwise is a short working 
day. The farmer lives with his work, which has both advan- 
tages and disadvantages. 

To different people these intangible factors make different 
appeals, and the relative appeal of country and city is very 
different to the same person at different times. 

Two Pictures. 

“An old farmhouse with meadows wide, 

And sweet with clover on each side; 

A bright-eyed boy, who looks from out 
The door with woodbine wreathed about, 

And wishes his one thought all day: 

‘O, if I could but fly away 

From this dull spot, the world to see, 

How happy, happy, happy, 

How happy I should be!’ 
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“Amid the city’s constant din 
A man who round the world has been 
WhO| mid the tumult and the throng 
Is thinking, thinking all day long: 

’O, could I only tread once more 
The field-path to the farmhouse door, 

The old, green meadow could 1 see, 

How happy, happy, happy, 

How happy I should be !* ” ' 

When all the tangible and intangible factors are taken into 
account, it is believed by many that a most critical study of all 
the facts would show that farmers are not as well paid for their 
efforts as are those engaged in other industries. It is un- 
doubtedly true that many individuals are engaged in industries 
who are much more poorly paid than are many of t^e more 
prosperous farmers, but when the returns to total human input 
in the country are compared with the returns to total human 
input in'lli'e city, it will probably be found that the returns in 
agriculture are relatively low. This is a subject, however, on 
which more research is needed. A comparative study of living 
costs and living standards in country and city is much needed. 
A comparison of money income is an inadequate basis for 
conclusions. On the other hand a comparison of relative cash 
incomes of fanners and others before and since the World 
War shows that the farmer is relatively worse off in the latter 
period. 

The shift of population from country to city. As a result 
of this disparity between farm incomes and city incomes there 
has been an almost continuous movement of population from 
country to city. This movement was greatly increased by the 
depression in agriculture following the World War. The net 
shift of population from country to city in 1922 was estimated 
by the United States Department of Agriculture as 1,120,000 
persons, or about 3.6 per cent of the farming population, at 
the beginning of that year. This does not mean, however, a 
reduction to this extent in the rural population, for the num- 
ber of births on farms was 925,000 and the number of deaths 

' Marion Douglas. 
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only 265,000. When the excess of births over deaths is sub- 
tracted from the net movement from country to city, there is 
left a net reduction in agricultural population of 460,000 per- 
sons or, approximately, 1.5 per cent of that population. But, 
since the withdrawal is probably more largely made up of adults 
than of children, the cityward movement in 1922 meant a 
reduction of more than 1.5 per cent in the agricultural work- 
ing force. This view is supported by an analysis of the rural 
population showing a higher percentage of children and a 
smaller percentage of adults in the country than in the city. 
This may, in part, be explained in terms of the higher birth 
rate in the country, but it is believed to be, in part, due to a 
greater movement of adults than of children from country to 
city. In one of his studies. Dr. C. J. Galpin found that there 
were approximately 7,700,000 children under ten years of age 
on farms, as compared with 5,700,000 in cities having an 
equivalent total population. In other words, there were 
about 37 per cent more children in the country than in the 
cities. 

This same authority has found that the cityward movement 
is made up more largely of young men from 21 to 23 years of 
age than from any other age group. He estimates that in 
normal times one hundred thousand young men between these 
ages leave the farm for the city each year but that in 1922 this 
number was doubled. 

• The movement of some part of the rural population to the 
cities is a desirable thing when viewed from the broad economic 
standpoint of readjustments in the supply of labor engaged in 
the various lines of production. In periods of depression, 
however, distressful conditions precipitate these readjustments 
and magnify the population movement, with resulting great 
loss, in many instances, to those who are forced to leave the 
farms. Deliberate choice of an occupation rather than dire 
economic necessity should determine who move from country 
to city. If our agriculture could be so stabilized that the 
movement from country to city would go on year ^fter year 
in a normal way, based upon a process o^ enlightened and self- 
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determined selection, vrhich would leave in the country the 
people who combine efficiency in agriculture with love for the 
open country and the ability to improve rural life, both coun- 
try and city would be better off. If, however, the movement 
withdraws the best elements of the rural population and if 
the best young men and women become dissatisfied with the 
agricultural outlook and seek other occupations, leaving behind 
the less capable elements of the population, this movement 
is fraught with great danger to the nation. 

Causes of movement from country to city. The reasons for 
the movement of people from farms to cities is based upon 
conditions which should not be overlooked. Agriculture was 
the original occupation in this country. As city industries 
have developed and made demands for workers, the rural popu- 
lation has been the most available supply. With the develop- 
ment of city industries the proportion of those engaged in 
gainful pdrsiiits engaged in agriculture in the United States 
gradually decreased from 87.1 per cent in 1820 to 25.6 per cent 
in 1920. 

To draw workers into the new industries it has been neces- 
sary to pay wages sufficient to overcome the inertia of the 
people and to induce them to leave the work they have been 
doing and enter upon new pursuits. This has often meant 
leaving a pursuit in which they were skilled and going into one 
in which they must slowly acquire skill. So long as these 
movements are in process and there is a demand for an in- 
crease of workers in new industries and a surplus of workers 
in the old industry, the return to workers in the old industry 
will tend to be appreciably below that of the new industry. 
But, the questions may be asked: ‘^Have we not passed through 
the period of readjustment from a wholly agricultural coun- 
try to a well-balanced industrial country in which agriculture, 
manufacture and commerce each play a normal part?” “Have 
we not arrived at the stage when further readjustments of 
population will not be needed?” “Will not this cause of dif- 
ferences between farm incomes and city incomes cease to 
operate?” 
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In considering these questions the fact should not be over- 
looked that the birth rate in the country is higher than the 
birth rate in the cities; that even though the same ratio be- 
tween farm and city population should be maintained in the 
future as at the present time there will still need to be a con- 
siderable flow of surplus population from the country to the 
city in order to maintain an equilibrium. Unless the with- 
drawal of this surplus rural population is taken care of by 
some artificial stimulus, other than differences in rates of pay 
in country and city, this difference in the birth rate will tend 
to make the farmer’s share of the national income relatively 
small. 

The higher birth rate in the country is due, in part, to earlier 
marriages which result in more children per family and more 
generations in a century than where marriage is delayed. 
Marriage at the earlier age on the part of those engaged in 
agriculture is facilitated by the fact that farming is a business 
centered about a home. The wife fills an important position 
in the economy of the farm, whereas in the city, the home and 
the business are separate and it usually happens that mar- 
riage does not add anything to the economic income of the 
husband and, • in many cases, it stops the income formerly 
earned by the wife. 

Furthermore, the child in a farm family is an asset. At an 
early age it performs services which pay its way, while the city 
child is a liability to the family in rent, food, clothing, health, 
and education. This economic factor has played an important 
part in giving the farm a higher birth rate. As the standard 
of living on the farm rises, however, the financial value of 
the child on the farm will decrease. As the demand for more 
education, better housing conditions, better clothing, better 
opportunities for recreation and social life asserts itself, the 
child can perform less labor on the farm and the expenditures 
on its behalf will be increased. As child labor laws become 
more stringent and the farm child is placed more nearly on a 
parity with the city child, with regard to its economic value 
to the parents, a factor in the standard of living of country folk 
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will have been introduced which may have a significant influ- 
ence upon the birth rate and upon the share of agriculture in 
the national income. 

With the development of greater efficiency on the part of 
the farmers in performing their farming operations and the 
development of greater capacity through the more common 
use of modern labor-saving machinery, the proportion of those 
gainfully occupied who are engaged in agriculture will doubt- 
less be further reduced in the United States as the production 
per man will be increased sufficiently so that a much smaller 
number of people will be required to supply the agricultural 
needs of the Nation. 

Means of facilitating the movement of population from 
country to city. The view has been expressed that special 
employment agencies and educational facilities should be pro- 
vided whiej? would facilitate the movement of the surplus rural 
population into the city occupations. An opposing point of 
view is that the rural educational activities should be con- 
ducted with a view to keeping the young folks on the farm. 
The latter point of view has sentimental rather than economic 
background. So long as a large movement of people from 
country to city is essential to a proper balance between the 
industries of the country and those of the city, it is impor- 
tant that this movement be facilitated and guided in such a 
manner as will keep on the farms those who will be happy 
there and who will maintain the quality of the rural popu- 
lation. 

Dr. Galpin’s recent studies indicate that there has developed 
naturally a relation between rural and urban people which 
facilitates the rapid movement of population to and from the 
cities as economic conditions may indicate the need. He points 
out that 10 per cent of the gainfully employed people who live 
on farms are employed in occupations other than farming. 
This includes teachers; mill, quarry, and mine workers; trades 
people; and others who live on farms and reach out into other 
occupations. This he calls a step towards the movement from 
farm to city occupation, though he recognizes that in many 
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cases it is a part of the spreading out of the industrial popula- 
tion made possible by the automobile. Galpin points out, also, 
that due to the constant movement from country to city a vast 
number of farmers have city cousins or friends which contact 
opens the way to securing positions in the city and thus facili- 
tates the movement of the surplus rural papulation into other 
occupations. It may well be asked: “Have these natural' 
facilities proved adequate?” 

The unsolved problem. The great unsolved problem in agri- 
culture relates to the question of what the government should 
do for the farmer. There seems to be no objection to the 
government activities which point toward the production of 
abundant supplies of farm products at low prices. But when 
the question of adequate prices for farm products and ade- 
quate incomes for farmers is broached, much conflict of opinion 
is heard. In a nation with a high degree of division of occupa- 
tion, the basis on which the products and services of those en- 
gaged in the various occupations are exchanged determines the 
relative well-being of those in the various occupations. Here 
is a field of thought requiring much study. It will not be pos- 
sible to more than open the discussion of this problem in this 
chapter, but no- student of agricultural economics should leave 
an introductory course without wrestling with the problem 
enough so that he will carry it with him. Much of national 
welfare as well as of rural welfare will be determined by the 
way in which this question is answered in the pages of the his- 
tory of the years to come. 

In the first decade of the twentieth century the view was 
dominant that competition was the instrumentality which gave 
assurance of an equitable distribution of the annual income of 
the nation among those who participated in its production. 
Monopoly prices were controlled with a view to keeping them 
in line with competitive prices. 

During the third decade of the twentieth century an entirely 
different economic philosophy dominated the policies of gov- 
ernment. The view became dominant that competition is 
wasteful and should be limited through the cooperation of 
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those engaged in a given occupation. There is merit in the 
view that competition is often wasteful. The socialists have 
argued this for years. The serious difficulty arises out of the 
fact that the limitation of competition takes from our economic 
order the basic thing on which we have depended for an equi- 
table distribution of incomes. 

The bad effects within given integrated industries are in a 
measure overcome through the development of shop councils 
and other forms of industrial groupism. But this only makes 
the problem of distribution between groups or occupations all 
the more difficult. 

The theory has been promulgated that order and justice in 
our economic life can be established by encouraging those in 
all industries to limit their production in such a manner as 
will bring about an equilibrium between demand and supply 
at a pointy which will yield a price that will satisfy the pro- 
ducer. 

Before accepting this new economic doctrine, certain ques- 
tions should be asked and answered, (i) When all industries 
adjust supply to demand under conditions of limited competi- 
tion and on the basis of prices satisfactory to the producers, 
what disposition will be made of the excess of people who will 
not be needed in any of the occupations? (2) Will not a 
national economy which limits the production of each and 
every industry limit the productivity of the nation as a whole 
and thereby limit the total amount of economic goods available 
for the people of the nation? (3) Can the policy of limita- 
tion of competition by private interests be carried out to an 
equal degree in all occupations? {4) When free competitive 
prices disappear, what basis wdll remain for adjusting monopoly 
prices? Will not the distribution of incomes be without a prin- 
ciple of adequate and just control? 

It is believed that any economist who keeps the national 
welfare in mind will answer these questions essentially as 
follows: 

(i) The artificial restriction of the industries of the nation 
as a whole must not be such as will in the long run exclude 
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able-bodied citizens from finding employment as a means of 
subsistence. 

(2) A few industries can profit by exchanging their limited' 
supplies of products for goods produced under conditions of 
free competition. But if those in all occupations limit pro- 
duction equally, then the exchange of products between those 
of different occupations would be at the same ratio as if these 
industries were all operating on the basis of free and intelli- 
gent competition. No one would benefit. The total product, 
and hence the economic well-being of all the people, however, 
would be reduced. 

(3) The ease with which some industries can limit com- 
petition and thereby enhance prices and the practical impossi- 
bility of limiting competition and thus enhancing prices in other 
industries, makes this policy of freedom to limit competition 
and adjust production to demand on the basis of maximum 
profit to the industry, ruinous to industries such as agriculture 
where free competition prevails among those engaged in the 
occupation and where advice to limit production can at best 
be applied only to certain minor lines of production. The best 
that can be hoped for in the staple lines of agricultural pro- 
duction is a more intelligent free competition. Justice in the 
occupational distribution of the national income demands, 
therefore, that in so far as free competition ceases as a price 
regulator, public authority step in to guarantee fair prices. 
•The only possible alternative would appear to be the establish- 
ment of government agencies capable of providing for adequate 
limitation of competition in the more highly competitive occu- 
pations. 

(4) Obviously, some new basis and some new plan of con- 
trolling the distribution of the national income will be re- 
quired when it is no longer possible to compare earnings of 
controlled industries with those of free competitive industries 
as a basis of price regulation. We will be under the necessity 
of finding new standards for the evaluation of the contribu- 
tions which the several economic groups of society make to 
the consumers as a whole. Standards for the purpose of 
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establishing justice in the distribution of incomes have not 
been promulgated by those who are promoting the new prin- 
ciples of production based upon privately controlled limitation 
of competition, which limitation destroys the old and accepted 
basis of justice in the distribution of the national income. As we 
contemplate the present trend of affairs, it appears that a new 
order of economic society may be creeping upon us unawares. 

While much danger and conflict seems to be involved in the 
present trends, nothing radical need be involved in what the 
government may do to improve conditions. One point of view 
with regard to what the government should do to improve the 
occupational distribution of the annual income may be sum- 
marized as follows: 

(1) Restore competitive prices in the so-called competitive 
industries, by making the Sherman Anti-Trust Law effective, 
by redirecting the Federal Trade Commission, and by suspend- 
ing that' pafc of the work of the Department of Commerce 
which promotes the organization of manufacturing and trade 
groups for the more effective limitation of competition. 

(2) Fix reasonable prices in fields where monopolistic con- 
trol is inevitable, by making the public utility commissions 
effective in establishing fair rates and fair prices on a basis 
equally fair to stockholders and to the consuming public, keep- 
ing in mind the principles of relativity essential if justice is to 
be meted out to all. In recent years, the profits of the public 
utilities have been considered without adequate regard to the 
profits of the industries which pay the bills. 

(3) Our government should reduce to its proper sphere 
special-privilege legislation, particularly the protective tariff 
which, at times useful within proper limits, has been used so 
excessively as a means of elevating prices in the interest of 
inordinate profits for certain industries at the expense of other 
occupations and of the consuming public. It was at a time 
when there was no hope of securing equality for agriculture 
under the tariff by downward revision of the rates on certain 
classes of products that the equalization fee, the debenture 
plan, and the domestic allotment system were brought forward 
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as alternative means of securing some degree of justice for 
farmers under the firmly established “protective” tariff. A 
wise and just downward revision of the tariff would make 
these devices unnecessary. 

(4) As a basis of intelligent free competition in the produc« 
tion and distribution of agricultural products the agencies for 
collecting and disseminating information and the preparation 
of outlook reports should be further developed on a world 
basis. It is quite as important to the farmers of the United 
States that the wheat growers of Canada and the Argentine 
have this information as that our farmers have it for them- 
selves. The cooperation of all producing and consuming 
countries is needed in this undertaking. 

(5) As a means of maintaining a proper proportion of the 
human factor in the various occupations^ an information ser- 
vice relative to the present and prospective opportunities in the 
various lines of economic activity should be collected and dis- 
seminated and agencies should be developed for facilitating 
the movement of population from one occupation to another. 
This implies also the removal of barriers which are set up to 
keep people out of a given occupation in order to maintain 
extraordinary wages. 

(6) The government should seek to reduce the fluctuations 
in the purchasing power of the media of exchange securing the 
cooperation of other nations to that end insofar as this may 
he necessary. 

Much is here asked that the business interests who are profit- 
ing by the new regime will resist. But the new regime of 
limited competition has not only come into existence without 
congressional provision or sanction but unknown to the rank 
and file of the people. If we cannot go back to the lawfully 
established competitive order, may we not hope to have some 
lawful foundation for the new order, and may we not ask that 
a basis of fair play for farmers and other similar groups be 
provided in the new regime? 

This question of a suitable national agricultural policy for 
the United States is a subject to which the agricultural econo- 
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mists should devote much attention. The economics of pro- 
duction can be studied to great advantage, the economics of 
agricultural marketing calls for continued research, but even 
more important to the national welfare and to the welfare of 
rural people is the study of the economics of national agri- 
cultural policy. This is a field where mudi confusion of 
thought exists and i^hould be cleared up. 

Concerted action necessary . If a national policy is to be 
adopted which will give adequate and intelligent attention to 
the share of agriculture in the national income, farmers as a 
class will need to act together in making demands upon those 
who occupy the seats of authority. If nothing can be hoped 
for through public authority, then there is all the more need 
of concerted action on the part of farmers to help themselves. 
The most promising piogram today is that which looks to 
building up ideals in the minds of farm people with regard to 
their staudard of living. The development of a higher stand- 
ard of living for farmers as a class requires unity of purpose 
and united effort on the part of all farmers. A given individual 
farmer will probably not find his income increased by adopting 
the higher standard of living. It is only when farmers gener- 
ally have come to insist upon a higher standard of living, as a 
condition without which they will not continue to farm, that 
living standards will become a factor in securing for farmers a 
larger share in the national income. The individual farmer 
may through increasing efficiency of his management secure 
a larger profit from his farming as a basis of better 
living, but he will not continue to secure this benefit when 
his methods become generally used, unless his competitors 
likewise improve their standards of living, rather than use their 
increased income to expand production. To increase the profits 
of farmers through more efficient marketing and to secure legis- 
lation which will improve the condition of farming and farm life 
concerted action is required. But if these good results are to 
be made permanent, a concerted movement to use the increased 
income in better living standards is necessary. 

There has been group action in the past which has been 
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highly beneficial. What is needed at this time is more unity 
of purpose on the part of organized groups. The Granger 
movement had an important influence upon railway legisla- 
tion in the seventies which affected the prices farmers re- 
ceived for their products at the local railway stations. This 
movement also stimulated cooperation both in the sale of farm 
products and in the purchase of supplies. The Granger move- 
ment, however, is much more a country life movement than a 
movement for improved legislation and improved marketing 
methods. It was the primary purpose of the founders of the 
Grange to stimulate education and to provide for the social 
needs of rural communities. This is the work for which the 
Grange has become best known and through the years each 
local Grange has been a force working for the improvement of 
the standard of living on the farms and in the community. 

The Farmers’ Educational and Cooperative Union has al- 
ways been particularly strong in the Cotton Belt and in parts 
of the West. An outstanding feature in its program is the 
recognition of the necessity of educating the farmers in mat- 
ters relating to marketing. Some of the largest and most suc- 
cessful business establishments operated by farmers were de- 
veloped by the Union. In carrying out its program the Union 
has also come to a recognition of the fundamental importance 
of such problems as land tenure and credit. In recent years 
the importance of a higher standard of living for the farm 
population has been emphasized. 

The American Society of Equity gives considerable atten- 
tion to marketing. It works somewhat indirectly and does 
perhaps its chief work through inducing farmers to enter the 
cooperative field. Its campaigns have brought the society into 
some conflict, but many substantial cooperative organizations 
and enterprises owe their existence to its influence. 

The American Farm Bureau Federation has been very active 
in recent years in securing agricultural legislation and in stimu- 
lating cooperation among farmers. In a sense this federation 
is an outgrowth of the development of scientific agricultural 
information, through schools and through agricultural extension 
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methods. These developments led to the establishment of the 
county agricultural agent. The local group of farmers who 
actively worked with the county agent gradually developed 
into the farm bureau. These bureaus federated in order to 
further the lines of work in which they were mutually inter- 
ested. The Farm Bureau Federation has made its greatest 
headway in the parts of the Corn Belt where no other farmers^ 
organization occupied the field. 

There are several other farmer organizations, smaller in size 
but perhaps, in some cases, not less important in achievement, 
in the regions in which they operate. Closer cooperation of 
all of these organized forces is needed. Each organization 
should be left to do its part locally. Local competition should 
be abandoned and all should work together on th^' national 
problems. Each organization would benefit by the counsel 
of the others and the concerted efforts of all would make pos- 
sible a bei-ier marketing policy, a better legislative policy for 
agriculture and the development of a program for the establish- 
ment and maintenance of higher standards of living on farms 
and in rural communities. 

If the farmers of the country will stand together and work 
for the best interests of agriculture, and if the organized edu- 
cational force*^ will press forward in a vigorous manner, clarify- 
ing the minds of farmers regarding the true nature of their 
own problems and the means of solving these problems, the 
combined efforts of these voluntary and official agencies can 
develop an agricultural program for individual action, for 
cooperative undertakings and for legislative action which will 
save the American farmer and, in saving him, will save the 
nation from decadence. 

The U. S. Department of Agriculture and the state agricul- 
tural colleges with their experiment stations and their extension 
forces have before them a large task. The Federal Farm Board 
has been created to supplement these older agencies particularly 
in solving economic questions. But with all these agencies at 
work the hope of the nation is in the men who as leaders have 
spirit, purpose, and vision. 



